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We  feel  that  a  copy  of  Insurance  World 
1957  should  be  of  interest  and  value  to  any- 
one connected  with  either  the  purchasing, 
selling,  or  handling  of  insurance.  Insurance 
executives  and  leading  employees  will  wel- 
come a  personal  copy.  As  a  comprehensive 
symposium  of  a  vast  and  vital  industry,  it 
belongs  in  the  reception  room  and  library  of 
all  insurance  agencies  and  home  offices.  It 
has  been  termed  "a  bible  of  the  insurance 
industry,"  and  as  such  belongs  in  the  every 
home. 
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What  do  we  have  in  common? 


IN  considering  the  possibility  of  a  career  in  life  insur- 
ance, the  kind  of  company  you'll  want  to  work  for  depends 
in  some  degree  on  the  kind  of  person  you  are,  as  well  as 
on  your  particular  talents.  If  you  are  interested  in  what 
we  say  about  the  New  England  Life,  and  if  one  of  the 
several  basic  areas  of  life  insurance  work  described  appeals 
to  you,  we  suggest  that  you  get  in  touch  with  us. 


About  the  company 


In  1835  New  England  Life  became  the  first  mutual  life 
insurance  company  to  be  chartered  in  America.  It  has 
been  a  pioneer  through  the  years  in  the  liberalization  of 
benefits  to  the  policyholder  and  in  broadening  the  uses  to 
which  life  insurance  may  be  put  —  the  pension  trust  field 
being  a  recent  example. 

Characteristically  the  average  size  policy  written  by  the 
company  is  double  the  industry  average.  Although  the 
New  England  does  not  write  industrial  or  weekly  premium 
insurance,  it  is  the  11th  largest  life  insurance  company  in 
terms  of  assets.  Top  management  is  on  the  young  side, 
the  organization  is  well-knit  and  forward-looking.  We  are 
represented  by  87  general  agencies  and  307  district  offices 
throughout  the  country  and  in  Hawaii. 

Sales  work 

Selling  life  insurance  has  been  called  the  best  paid  hard 
work  in  the  world.  At  the  New  England,  an  emphasis  on 
training  and  selection  will  help  you  to  develop  competence 
and  professional  status.  If  you  meet  our  qualifications,  we 
have  a  generous  income  provision  for  your  early  years  in 
the  business.  Once  established,  you  can  expect  to  be 
among  the  country's  more  successful  agents.  In  1955,  113 
of  our  men  made  the  elite  "Million  Dollar  Round  Table", 
with  incomes  ranging  well  up  into  five  figures.  One-third 
of  our  entire  agency  force  has  won  membership  in  our 
"Leaders  Association".  A  representative  sample  indicates 
that  the  1955  income  of  the  "Average  Leader"  was 
$15,000. 

Sales  management  opportunities 

The  New  England  Life  has  doubled  in  size  in  the  past 
10  years,  and  at  the  present  rate  should  redouble  within 
the  next  decade.  This  dynamic  growth  will  continue  to 
open  up  new  opportunities  in  home  office  and  field  sales 
management.  In  the  last  year,  four  new  directors  of 
agencies  were  appointed,  four  general  agencies  and  more 
than   two  dozen   district   agencies   were   added.   In   most 


cases,  a  young  man  was  promoted  to  a  challenging  and 
lucrative  management  position. 

Group  insurance  field  representation 

In  this  capacity  you  are  a  company  employee  and  are 
compensated  on  a  salary-and-bonus  basis.  Men  coming 
directly  from  college  receive  intensive  training  at  a  three 
months  home  office  course  starting  in  July.  They  are  sub- 
sequently assigned  —  with  latitude  for  choice  —  to  one  of 
our  district  group  offices.  The  work  is  largely  with  im- 
portant business  executives  in  conjunction  with  their 
agent  or  broker,  and  there  is  opportunity  for  quick  ad- 
vancement in  a  relatively  new  and  rapidly  expanding 
operation. 

Home  office  administration 

If  you  are  a  mathematics  major,  you  will  certainly  want 
to  consider  actuarial  work.  On  the  other  hand,  there  may 
be  no  direct  relation  between  your  course  of  study  and, 
say,  work  in  our  underwriting  department.  Such  special- 
ties as  investments,  lawr,  medicine  and  accounting  are  also 
well  represented  in  our  home  office  staff  of  1,200.  Here  we 
can  only  touch  upon  the  opportunity  for  young  men  in 
our  Career  Orientation  program.  After  a  six  month  period 
of  training  and  observation  in  twelve  representative  de- 
partments, you  may  become  an  administrative  assistant, 
an  assistant  to  a  tax  specialist,  a  business  coordinator,  or 
an  operations  analyst,  to  mention  a  few  recent  assignments. 
•      •      •      •      •      • 

Whatever  kind  of  work  you  may  do  for  New  England 
Life,  you  can  be  sure  the  New  England  will  do  a  lot  for 
you;  in  terms  of  a  liberal  retirement  program  and  other 
benefits  to  be  sure,  but,  more  important,  in  recognition 
that  the  college  men  we  hire  next  year  must  soon  accept 
important  responsibilities. 

For  further  information  write  Director  of  Personnel, 
New  England  Mutual  Life  Insurance  Co.,  501  Boylston 
Street,  Boston  17. 
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PREFACE 


believing  that  it  is  necessary  to  inform  the  undergraduate  of  the  career  opportunities  avail- 
able to  him,  the  editors  are  proud  to  present  this  study  of  the  insurance  industry. 

One  thought  has  been  central  in  its  preparation.  The  editors  believe  that  the  college  audi- 
ence is  a  highly  sensitive  and  intelligent  group  of  people  who  easily  separate  the  factual  from 
the  exaggerated.  Their  idea  has  been  to  reveal  in  some  detail  the  workings  of  insurance  and  its 
vast  complex  of  career  opportunities,  avoiding  the  generalities  to  which  the  layman  is  all  too 
often  exposed.  Thus,  if  the  reader  lacks  the  comforting  feeling  that  what  he  is  reading  is  fa- 
miliar, the  editors  will  have- succeeded  in  their  purpose. 

The  areas  of  life,  accident,  and  sickness,  and  property  and  liability  insurance  have  been  sep- 
arated because,  although  related  in  some  of  their  functions,  each  represents  an  industry  com- 
plete in  itself  and  operating  from  a  different  point  of  view.  They  are  similar,  however,  in  their 
present  need  for  numbers  of  well  trained  college  men. 

Two  ideas  have  afforded  great  satisfaction  to  the  editors  in  the  preparation  of  these  volumes. 
Primary  is  the  knowledge  that  virtually  no  student  can  already  have  made  a  choice  of  a  career 
that  will  preclude  him  from  reading  the  publication  with  vital  interest,  or  from  taking  up  sug- 
gestions' in  the  magazine  that  he  enter  the  field  of  insurance.  Doctors,  lawyers,  and  at  least 
one  Indian  chief  all  have  a  place  in  the  insurance  world. 

The  second  idea  is  that  these  pages  have  more  to  offer  than  just  a  mere  discussion  of  what 
to  do  after  college:  they  are  exceptionally  perceptive  accounts  of  a  central  part  of  the  nation's 
economy  by  those  people  who  are  best  qualified  to  write  on  their  respective  subjects.  He  who 
owns  an  insurance  policy,  or  has  the  slightest  interest  in  the  workings  of  the  American  economy 
should  read  these  volumes  with  considerable  benefit. 

The  field  of  insurance  has  long  been  surrounded  by  a  cloud  of  misconceptions.  The  prospect 
of  a  career  that  entails  a  life  time  of  door-to-door  selling  is  enough  to  repel  the  least  ambitious 
student,  and  rightly  so.  It  has  been  the  editors'  purpose  here  to  present  a  truer  side  of  this  vibrant 
and  expanding  industry.  A  cursory  glance  at  the  articles  in  this  publication  should  be  sufficient 
to  dispel  any  notion  of  insurance  as  a  mundane  industry.  Engineering,  electronics,  law,  medi- 
cine, finance,  nuclear  energy,  advertising,  sales,  and  management  are  all  bound  up  in  the  fab- 
ric of  insurance,  which  is  truly  a  cloth  woven  out  of  all  major  lines  of  endeavor. 

It  is  with  understandable  pride,  therefore,  that  the  editors  present  this  symposium.  The  au- 
thors, representing  many  of  the  important  insurance  companies  in  this  country,  as  well  as  gov- 
ernment and  education,  have  exposed  through  their  articles  the  most  relevant  aspects  of  an  in- 
dustry that  is  integrally  related  to  the  entire  American  economic  system,  and  indeed  may  be 
called  the  sine  qua  non  of  that  system. 
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YOUNG  MEN  IN 
EXECUTIVE  JOBS 

New  Executives  Say  Company's 

Fast  Growth  Creates  Many 

Promotion  Opportunities 


Energy,  ability  and  hard 
work  have  led  to  the  advance- 
ment of  many  young  men  to 
executive  ranks  at  Connecticut 
General,  one  of  America's  fast 
est  growing  insurance 
companies. 

Several  other  factors  con 
tributed  to  their  rapid  rise 
according  to  three  young  exec- 
utives who  were  interviewed. 
They  found  that  Connecticut 
General's  rate  of  growth,  almost 
twice  the  industry's  average 
rate,  required  the  creation  of 
many  higher  level  jobs  for  men 
who  would  work  to  reach  them. 

The  company  policy  of  pro- 
moting from  the  ranks  means 
more  chances  at  the  top  jobs, 
they  felt,  because  effort  and 
effectiveness  have  always  been 
considered  more  important  than 
seniority. 

After  Mr.  J.  had  been  with 
I  Connecticut  General  four  years, 
at  age  27,  he  became  manager 
of  one  of  the  company's  field 
| sales  offices.  He  is  responsible 
for  the  sales  activities  of  his 
men,  recruiting  and  training 
new  salesmen,  and  supervising 
the  administration  of  office 
activities.  His  income  is  well 
into  the  five  figure  bracket. 
Opportunities  of  this  kind  are 
available  to  capable  sales- 
minded  men  through  the  com- 
pany's Sales  Management 
Training  program. 


Mr.  B.  reported  in  an  inter- 
view that  he  is  26  and  has  been 
with  Connecticut  General  for 
four  years.  He  supervises  a 
division  of  people  in  the  home 
office.  He  developed  his  admin- 
istrative and  technical  skills 
through  frequent  transfer  to 
different  departments,  gaining 
a  wide  exposure  to  the  com- 
pany's operations. 

Mr.  E.  reported  that  his 
growth  has  been  attained 
through  advancement  in  one 
department.  He  is  28,  has  been 
with  Connecticut  General  five 
years,  and  now  holds  an  impor- 
tant supervisory  post  in  the 
Company's  Group  Insurance 
department.  When  asked  if  he 
had  always  been  interested  in 
insurance  work,  he  smiled  say- 
ing, "Never  thought  I  could 
be  before  I  came  to  Connecticut 
General.  But  I  certainly  am 
now." 

Connecticut  General  officials 
stated  that  openings  of  equal 
potential  exist  right  now  in  all 
departments;  for  example,  in 
Personnel,  Investment,  Sales 
Management,  Group  Insurance, 
Claim  Examiner  and  Under- 
writing departments.  Promis- 
ing college  graduates  are  urged 
to  apply. 
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Will  this  be  you  a  few  years  from  now? 

Think  it  over!  Then  write  for  full  information 
to  Mr.  S.  M.  Garratt,  Career  Committee, 
Connecticut  General  Life  Insurance  Company, 
Hartford  15,  Connecticut. 

Connecticut  General 
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What  every  college  man  should  know.  .  . 


about  New  York  Life 

and  the  career  opportunities 

the  Company  offers! 


It  surprises  many  people  to  learn  that 
there  are  so  many  different  career  oppor- 
tunities within  the  life  insurance  field — all 
of  them  highly  interesting  and  rewarding. 

In  fact,  no  matter  what  course  of  study 
you  are  now  following,  the  chances  are  that 
the  type  of  work  you  hope  to  do  may  be 
found  with  the  New  York  Life.  For  here 
you  can  choose  a  career  that  will  make 
best  use  of  your  talents,  whatever  they  may 
be — in  sales,  accounting,  statistics,  mathe- 
matics, investments,  research,  personnel 
supervision  or  a  number  of  other  branches 
of  the  business. 

The  New  York  Life  Insurance  Company 
has  long  been  recognized  as  a  leader  in  the 
life  insurance  field.  The  Company  was 
founded  in  1845  and  is  today  one  of  the 
strongest  legal  reserve  life  insurance  com- 
panies in  the  world.  While  the  Company's 
home  office  is  in  New  York  City,  there  are 
185  branch  offices,  18  real  estate  and  mort- 
gage loan  offices  and  43  group  insurance 
field  offices  throughout  the  country. 

Today,  life  insurance  is  one  of  America's 
oldest,  yet  most  dynamic  and  fastest  grow- 
ing fields — and  holds  great  opportunities 
for  men  of  ambition  and  ability.  To  find 
out  more  about  New  York  Life  and  what 
the  Company  has  to  offer  you,  just  write 
direct  to  .  .  . 

NEW  YORK  LIFE 

INSURANCE  COMPANY 

51  Madison  Avenue,  New  York  10,  N.  Y. 

(NljiW) 
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Success  in  your  own  business  .  .  .  with 

The  NORTHWESTERN  MUTUAL 

Life  Insurance  Company 


THESE  MEN  HAVE  ACHIEVED 
INDEPENDENCE   THROUGH   SELLING. 

THEY  NEEDED  NO  PREVIOUS  SELLING 
EXPERIENCE   OR  INVESTMENT  CAPITAL. 


H.  Gordon  Farrar,  C.L.U., 
of  Los  Angeles,  con- 
tracted in  1950  and  is 
a  graduate  of  Stanford 
Univ.  Last  year  he  earned 
his  C.L.U. — the  profes- 
sional designation  in  life 
insurance.  His  income  is 
over   $10,000   annually. 


Fred  Kissling.  Jr.,  of 
Nashville.  Tenn.,  con- 
tracted 1953  upon  grad- 
uation from  Vanderbilt 
Univ.  Three  years  after 
graduation  his  income  is 
in   excess   of   $6500. 


John  O.  Todd,  C.L.U., 
of  Chicago  became  asso- 
ciated with  the  Company 
in  1931.  Since  1935  he 
has  placed  more  than  a 
million  dollars  of  life  in- 
surance for  21  consecu- 
tive years.  Mr.  Todd 
specializes  in  Advanced 
Underwriting  and  Pen- 
sion Trusts. 


GETTING  STARTED  IN  THIS  BUSINESS  OF  YOUR  OWN 

Candidates  are  carefully  selected  for  nationwide 
selling  opportunities.  The  new  agent  is  associated  with 
an  agency  office  where  he  receives  his  initial  life  in- 
surance education  and  training  under  the  PERSONAL 
GUIDANCE  of  a  successful  General  Agent.  The  study 
of  text  material  is  supplemented  by  a  schedule  of  per- 
sonal conferences  with  his  teacher.  The  initial  study 
and  conference  program  covers  a  two  week  period 
before  the  new  agent  begins  his  selling  activity  in  the 
field.  As  selling  experience  is  acquired  through  the 
direction  and  example  of  the  General  Agent,  the  con- 
tinuing study  program  prepares  the  new  agent  for  the 
HOME  OFFICE  CAREER  SCHOOL.  While  at  the 
home  office  ADVANCED  UNDERWRITING  concepts 
are  introduced  in  estate  planning  and  taxes,  subjects 
calling  for  professional  life  insurance  counsel.  The 
"getting  started"  period  covers  about  two  years. 


THE   COMPANY    BEHIND   YOUR    BUSINESS 

Helping  you  throughout  your  career  is  The  North- 
western Mutual,  the  14th  LARGEST  CORPORATION 
IN  AMERICA.  Its  dollar  assets  exceed  3.4  billions. 
The  Northwestern  Mutual  leads  the  industry  in  per- 
formance. Every  10th  career  agent  is  a  member  of  the 
1956  Million  Dollar  Round  Table.  Every  7th  career 
agent  has  been  awarded  the  Chartered  Life  Underwriter 
designation  (C.L.U. — the  professional  designation 
awarded  by  the  American  College  of  Life  Under- 
writers) .  Every  third  Northwestern  Mutual  career  agent 
has  earned  the  National  Quality  Award. 
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WHAT  TO    DO 
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You  may  have  the  back- 
ground for  a  profitable  and 
satisfying  sales  career  with 
The  Northwestern  Mutual. 
Men  now  being  selected  by 
this  company  will  be  guaran- 
teed a  substantial  income 
right  from  the  start.  WRITE 
FOR  YOUR  COPY  OF 
"THE  NORTHWESTERN 
MUTUAL  CAREER."  Ad- 
dress the  Agency  Department,  720  East  Wisconsin 
Avenue,  Milwaukee,  Wisconsin. 
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FOREWORD 


If  the  design  of  your  career  is  plainly  seen,  then  the  content  of  this  publication  is  not  for 
you.  You  will  read  further  only  if  you  are  looking  for  something:  a  job,  or  a  job's  pay,  or  the 
satisfaction  of  a  job,  or,  more  than  likely,  a  combination  of  all  three.  If  the  career  you.seek  is  found 
in  the  life  and  works  of  certain  men,  then  perhaps  your  ambition  can  encompass  some  convic- 
tions about  the  insurance  business. 

Out  in  a  small  town  in  a  Western  state  lives  a.  man  who  has  averaged  one  life  insured  for 
each  two  elapsed  working  days  for  almost  30  years.  He  is  a  life  insurance  salesman  and  during 
one  year  his  10  top  sales  exceeded  $100,000  each. 

In  the  Waldorf  Astoria  Hotel  there  gathered  recently  a  group  of  men  who  sell  Accident 
and  Sickness  insurance  and  whose  average  annual  earnings  exceeds  that  of  the  Vice  President  of 
the  United  States. 

A  sale  was  made  not  long  ago  that  created  over  $5,000,000  of  life  insurance  on  the  lives  of 
members  of  a  single  family. 

A  man  graduated  from  college  amd  moved  to  a  strange  town;  he  wasn't  anybody  and  he 
didn't  know  anybody.  Today  he  employs  three  secretaries  and  is  a  recent  chairman  of  the  Mil- 
lion Hollar  Round  Table. 

There  are  little  girls  with  pretty  dresses;  little  boys  with  fishing  poles;  widows  who  own 
their  own  houses;  prosperous  firms  that  still  continue — independent  people  who  stay  that  way 
because  some  other  people  decided  to  make,  a  career  out  of  the  insurance  business. 

Some  men  and  women  sell  insurance ;  others  manage  salesmen,  invest  money,  collect  money, 
approve  risks,  hire  people,  adjust  claims.  If  your  interest  is  advertising,  reflect  upon  the  fact  that 
advertising  the  product  of  insurance  companies  is  a  multi-million  dollar  business.  Working  for 
insurance  companies  are  lawyers,  doctors,  salesmen,  executives,  sales  managers,  salaried  people 
and  commission  people,  men  who  train  people  and  build  people — each  with  an  expanding  oppor- 
tunity in  an  expanding  economy. 

The  indispensability  of  the  American  method  of  insuring  human  life  values  has  put  to  work 
over  90  Billion  Dollars — just  like  the  kind  you  have  in  your  pocket — in  business,  industry,  real 
estate,  the  United  States  Government,  and  other  investment  media  which  create  free  enterprise 
in  a  free  economy. 

It  is  perhaps  the  impact  of  this  influence  which  lead  President  Dwight  H.  Eisenhower  to 
refer  in  commendatory  fashion  to  " .  . \.  the  fine  contributions  that  insurance  and  its  able  sales- 
men have  made  over  the  years  to  security,  thrift,  and  self-reliance."  And  which  caused  Mr. 
Harry  Truman  to  say:  "I  believe  in  it  and  I  have  quite  a  lot  of  it  myself."  And  which  caused 
Mr.  Herbert  Hoover  to  say:  "It  is  a  notable  public  service." 

Conviction,  motivation,  an  abiding  belief  in  the  job  and  the  product:  these  things,  nebulous 
though  they  be,  are  the  brick  and  the  mortar  out  of  which  is  built  the  successful  career  of  any 
person.  As  you  may  some  day  see,  the  insurance  business  offers  them  all,  in  great  abundance. 

hal  l.  nutt,  Purdue  University,  Lafayette,  Indiana 


Province  of  Pennfylvania,  fj. 


[Primed  by  Andrew  Suun,  .0  Second-4rtO 


Made  this 


n  Hundred  and   ci^y^*'-' 
of  ?A/*^iAi4f'M\ 


Ut^nZ*  j6c*>v*C    Day  of  "^J? 


in  the  Year  of  our  Lord,  one 
4r-4m*'    BETWEEN  ifiu>m.t*'&tu*n/  of  PAjJL^eftXitC^- 


niftcr  of  the  Gofpel,  of  the  one  Part,  and  the  Cor  poa  at  ion  for  Relief  of  poor  and 


Thoufand  frvc 
in  the  County 

difircflcd  Preflmerian  MinilleM,  and  of  thepoor  and  diltreflcd  Widows  and  Children  of  Presbyterian"  Miniftcrs,  of 'the  other 
Part :    WiTNESSF.i"!  I,  That  the  'aid  £?imr>.c+t  *A&4v*vS  for  and  in  Confideration  of  the  Covenants  and 

Agreement*  hrrein-aftcr  mentioned,  on  the  Part  and  Behalf  of  the  faid  Corporation,  to  be  kept,  performed  andfulfilled,  and  of 
t!it  Benefit  anil  Advantages  thereby  warife  and  accrue  to  the  Widow  and  Children  of  the  faid  &r*t*%4*4 '*sf&J+rtr-* 
attrr  his  IX-crafe;  and  tor  divers  other  good  ConfiJerations  him  thereto  movimt,  doth  covenant,  promil'e,  jgranr,  and  agree  to 
and  with  the  laid  Corporation  for  the  Relief  of  poor  and  diftreiTcJ  1'rclbyteiian  Miniften,  and  of  the  poor  and  diltrcflid  Widows 
and  Children  of  Prefoytcrian  Miniftcrs.  by  thefe  Prefents,  in  Manner  and  Form  following.  That  is  to  lay,  TI  lAT  he  the  faid 
^hm*^**  u^5»V-#»v  mall  and  will  during  the  Term  of  his  natural  Life,  yearly,  and  every  Year,  pay,  or  caufe 

to  be  paid  on  \\x&U>*rirfl/ dCCri-iits     Day  of   i-w-av;  in  each  Year,  the  Annuity  or  Sum  of*^-^, 

■4iGt**vt>i4~  Cerent1  Money  of  the  Province  of  B^Cnsyivania,  to  the  laid  Corporation  and  their  Succeflors,  or  their 

Order:  Whereof  the  firft  Payment  was  made  on  ihe«&w»*&  ■dcCf+T^L'       nay  of  %yf(xty  *-       And  fjjrthcr, 

I  I1.1t  on  the  Marriage  of  the  fjid  cP5ut-»a-f^/  w#i|i<*#»»a'      and  as  often  as  he  mall  marry^he  faid       £r-tAttM/ 

(hill  and  will  on  every  fuch  Marriage,  pay,  or  caufc  to  be  paid  unto  the  faid  Corporation,  and  their 


I  I1.1l  or)  the  Mar 


Succeftbrs,  the  Sum  of  &■<*}&•  Pounds  over  and  above  the  faid  Annuity.  And#the  fojitCorporauon,  for  thcmfclvcs 

and  their  SuccerTurs,  do  covenant,  promife,  grant,  and  agree  to  and  with  the  faid  6****-U.tJ  »4444*++s  m    fej  Heirs, 

Executors  and  Adminiftrators,  by  thefe  Prefents,  That  if  the  faid  e?/-***.  c£S  ^7t%'if*  »*r~  (hjH  we|I  and  faithfully  fulfil 
and  perform  his  Covenant  atorcfaid,  by  paying,  or  caufing  to  be  paid  yearly  and  every  Year,  at  the  Day  and  Times  above - 
mentioned  during  his  natural  Life,  the  laid  Annuity  or  Sum  of  ^<^*-^,  to  the  faid  Corporation,  their 

SuicclTbrs,  or  Order,  according  to  the  true  Intent  anJ  Meaning  of  thefe  Prefents;  then,  and  in  fuch  Cafe,  but  not  otherwife,  the 
faid  Corporation  and  their  Su<  celTors,  (hall  and  will  yearly  and  every  Year  from  and  after  the  DecralVof  the  faid  5*»»>»-«^**' 
ix/Ai-»ji--  well  and  truly  pay,  or  caufe  to  be  piid  to  ihe  Widow  and  Children,  or  Widow,  or  Children,  ;if  any)  01 

the  faid  of\+>*tc*4  \^i-&»m^  the  Annuity  or  Sum  of  •&&+*&*  ntl. ^#-*A*»*t£^  current  Money  afore 
faid,  during  the  Term,  in  the  Proportions,  and  in  the  Manner  and  Form  ajns  exprefleoand  particularly  mentioned  aod  fotrtorn 
to, a  Plan  of  Agrctmsnubewecn  laid  Corporation,  and  the  annual  Contributors,  which  for  this  Punafeis  to  thefe  Prefents  Winched. 

Ill  W  itneiS  Whereor,  -g,e  Corporation  for  Relief  of  poor  and  diftreflcu  rTrmyierian  Minifters,  and  oft!iep<x»raiKf 
diftrellal  Widows  and  Children  of  Prcfbyterian  Miniftcrs,  iiavi  put  their  common  Si  ai.  to  th£s«  Paiszurs,  the  Day 
and  Year  firft  above-written. 


J%f& 


cfuaJ****^ 


The  first  life  insurance  'policy  issued  by  an 

American  company:  The  Presbyterian  Ministers  Fund. 
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EXPORTER  OF  SECURITY 


OFFICES  AROUND 
THE  WORLD 

LOS  ANGELES  •  JOHANNESBURG 

TORONTO  •  VANCOUVER 

NEWARK  •  CALGARY 

DURBAN  •  WINNIPEG 

PHILADELPHIA  •  SAN  FRANCISCO 

MONTREAL  •  CHICAGO 

HAMILTON  •  THE  RHODESIAS 

DETROIT  •  PITTSBURGH 
CAPETOWN  •  EAST  AFRICA 

CLEVELAND  •  TEL-AVIV 

MANCHESTER  •  HONOLULU 

LONDON, ENG.  •  HARTFORD 

OTTAWA  •  EDMONTON 

SAGINAW  •  WINDSOR 

JAMAICA  •  HONG  KONG 

PUERTO  RICO  •  WASHINGTON,  D.C. 

SINGAPORE  •  LONDON, CAN. 

HALIFAX  •  SUDBURY 

LEEDS  •  BIRMINGHAM 

LIVERPOOL  •  TRINIDAD 

LANSING  •  CEYLON 

PORTLAND  •  BRITISH  GUIANA 

SURINAM  •  QUEBEC 

BALTIMORE  •  CYPRUS 

SEATTLE  •  PETERBOROUGH 

GUELPH  •  CINCINNATI 

BOURNEMOUTH  •  LEICESTER 

CUBA  •  REGINA 

BRISTOL  •  SAINT  JOHN 

GLASGOW  •  EAST  LONDON 

MANILA  •  VICTORIA 

KINGSTON  •  PORT  ELIZABETH 

SASKATOON  •  MINNEAPOLIS 

SPOKANE  •  BELFAST 

HAITI  •  NEWFOUNDLAND 

NEWCASTLE  •  BRIGHTON 

COLUMBUS  •  BAHAMAS 

BERMUDA  •  BRITISH  HONDURAS 

CURACAO 


Selling  the  world  the  idea  of  individual  security  through  Life  Insur- 
ance has  been  a  feature  of  the  Manufacturers  Life's  operations  for 
more  than  60  years.  Inevitably  the  international  character  of  this 
Canadian  Company  gives  it  an  interesting  cosmopolitan  atmosphere. 
In  any  one  day  our  associates  may  be  providing  service  for  an 
English  shopkeeper  or  selling  a  Philippines  business  man,  a  Phila- 
delphia lawyer  or  an  oil  man  in  Calgary.  But  no  matter  who  our 
associates  are  or  where  they  operate  we  are  all  part  of  a  forward 
looking  Company  established  in  a  forward  looking  country. 

Part  of  our  success  outside  Canada  can  no  doubt  be 
attributed  to  the  world  wide  confidence  in  the  Cana- 
dian economy  and  in  the  soundness  of  Canadian 
financial  institutions.  But  stability  is  not  the  whole 
story  —  this  company  has  given  outstanding  leader- 
ship in  marketing  low-cost  Life  Insurance  and 
Annuities  and  in  progressively  expanding  the  group 
to  whom  Life  Insurance  can  be  offered  by  continu- 
ing studies  of  impaired  risks. 

This  combination  of  strength  and  pioneering  spirit  has  spelt  rapid 
growth  in  recent  years  especially  in  the  United  States  where  over  a 
third  of  our  total  new  business  of  $300,000,000  was  secured  last 
year.  Expansion  has,  of  course,  brought  with  it  opportunities  for 
young  men  with  ambition  and  ability  who  are  graduating  from 
Universities  both  in  the  United  States  and  Canada. 


We  would  welcome  the  opportunity  of  discussing  your  future  and 
suggest  you  write  direct  to  our  President,  George  L.  Holmes. 

Manufacturers 

INSURANCE  FN"      COMPANY 

Head   Office:   Toronto,   Canada 

ASSETS   $652,780,092      •      BUSINESS   IN    FORCE   $2,112,342,597 
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THE    BASIS 


OF    FAMILY    SECURITY 


BY  MARION  B.  FOLSOM 


Secretary  of  the  United  States  Department  of  Health, 
Education,  and  Welfare.  Secretary  Folsom  graduated 
with  honors  from  the  University  of  Georgia,  and  with 
distinction  from  Harvard,  Business  School.  Before  hold- 
ing his  government  post  he  developed  an  insurance 
benefit  plan  for  employees  of  the  Eastman  Kodak  Com- 
pany, where  he  worked,  and  other  Rochester  concerns. 


One  must  experience  a  sense  of  satis- 
faction in  reviewing-  the  status  of  pri- 
vate and  social  insurance  in  this  coun- 
try. Never  before  have  the  American 
people  had  so  high  a  degree  of  finan- 
cial protection. 

Many  complimentary  things  can  and 
should  be  said  about  the  development 
of  the  American  life  insurance  busi- 
ness to  its  current  all-time  peak.  Over- 
riding all  of  them,  I  think,  has  been 
the  ability  of  the  business  to  adapt  to 
— and  serve  the  needs  of — our  social 
and  economic  growth  and  change. 

No  major  country  in  history  has  un- 
dergone the  growth  and  change  which 
have  taken  place  in  America  in  the 
past  century.  In  this  period  we  have 
shifted  from  an  essentially  agricultural 
basis  to  an  industrial  basis — with  all 
its  economic  and  social  adjustments. 
We  have  grown  in  population  from 
about  23  million  people  to  over  166 
million.  We  have  increased  our  na- 
tional product  from  less  than  $10  bil- 
lion to  over  $391  billion.  Our  working- 
population  has  grown  from  less  than 
eight  million  to  about  65  million. 

This  period  of  100  years  has  also 
marked  the  development  of  modern  life 
insurance.  It  is  true  that  the  oldest  life 
insurance  company  in  the  United 
States,  the  Presbyterian  Ministers' 
Fund  of  Philadelphia,  was  organized 
in  1717.  And  incidentally,  it  was  called 
the  "Fund  for  Pious  Uses" — a  good 
name  for  insurance.  But  the  real  basis 
of  our  modern  life  insurance  was  laid 
only  a  century  ago  by  several  compa- 
nies which  developed  effective  plans  for 
sound  and  reasonably  rapid  growth. 

Because  of  the  initiative  and  energy 
of  the  people  and  our  natural  re- 
sources, we  were  the  last  industrial 
country  in  the  world  to  feel  the  need 
for  a  national  governmental  system  of 


insurance.  As  late  as  the  1920's  I  felt 
with  many  others  that  economic  pro- 
tection for  individuals  and  families 
could  be  provided  through  the  efforts 
of  employees  and  workers.  The  depres- 
sion of  the  1930's,  however,  with  its 
devastating  effects  on  jobs,  savings  and 
the  economy  generally,  made  it  clear 
that  the  federal  government  must  help 
provide  a  basic  foundation  of  protec- 
tion on  which  individuals  and  families 
could  build  a  more  secure  future. 

And  so  we  developed  the  federal  sys- 
tem of  old  age  and  survivors  insur- 
ance, one  of  our  strongest  bulwarks  to- 
day against  human  distress.  At  the 
outset  there  was  quite  a  little  opposi- 
tion, some  of  it  from  members  of  the 
insurance  industry.  Fears  were  ex- 
pressed that  the  social  security  system 
would  dampen  individual  initiative,  in- 
dustry and  thrift.  But  the  fact  is  that 
since  social  security  was  started,  indi- 
viduals on  the  whole  have  built  more 
economic  security  for  themselves  than 
ever  before.  They  have  greatly  in- 
creased their  savings  accounts,  cash  de- 
posits, savings  bonds,  life  insurance, 
health  insurance,  home  ownership,  an- 
nuities and  investments  in  stocks  and 
other  securities. 

Fears  also  were  expressed  that  po- 
litical pressures  would  increase  social 
security  benefits  all  out  of  line  with  a 
sound  program.  But  the  fact  is  that 
when  this  administration  took  office, 
we  found  benefits  were  too  low.  Pro- 
tection was  extended  to  an  additional 
ten  million  persons,  so  that  nine  out 
of  ten  workers  are  covered  today. 
If  it  were  not  for  this  system  today, 
many  more  persons  would  be  forced  to 
turn  to  public  relief  to  meet  their 
essential  human  needs. 

We  look  forward  to  continued  im- 
provements in  social  security  with  ex- 


tension of  coverage  to  the  few  groups 
who  are  still  excluded  and  other  steps 
which  can  be  taken  wisely  at  this  time. 
On  the  other  hand  we  must  always 
be  especially  careful  that  proposals 
for  new  benefits  are  equitable  and 
sound ;  that  they  are  actually  in  keep- 
ing with  the  changing  conditions  of 
our  times,  including  trends  in  popula- 
tion, employment  and  life  span.  And 
we  should  remember  there  is  a  limit 
to  the  social  security  taxes  the  people 
may  be  willing  to  pay  to  support  the 
program  in  all  the  years  ahead. 

Along  with  the  growth  and  improve- 
ment of  our  social  security  system,  one 
of  the  heartening  developments  has 
been  the  expansion  of  private  company 
pension  plans.  In  1935,  the  year  the 
Social  Security  Act  was  enacted,  there 
were  only  about  1,000  private  plans  in 
existence  with  a  coverage  of  only  about 
2,600,000  employees.  Today  there  are 
over  18,000  such  plans  with  a  coverage 
of  about  13  million  employees.  About 
one  million  retired  people  now  receive 
benefits  under  such  plans — twice  as 
many  as  four  years  ago. 

In  all  this  pattern  of  private  and 
public  effort  toward  economic  security, 
we  see  the  strength  of  diversity  and 
versatility — first  and  foremost,  the 
worker's  initiative,  foresight  and  thrift ; 
then  privately  sponsored  pension  plans; 
and  finally  the  national  system  of  old- 
age  and  survivors  insurance  protec- 
tion. 

Although  our  strides  have  been  great 
in  the  private  pension  field,  there  is  a 
crying  need  today  for  a  renewed  dis- 
play by  the  insurance  industry  of  its 
traditional  enterprise  and  ingenuity- 
Even  with  our  advances,  many  millions 
of  workers  still  lack  sufficient  protec- 
tion. We  need  more  and  improved  pri- 
vate retirement  plans,  and  we  need  im- 
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provements  in  many  plans  already  in 
effect. 

The  imagination  and  energy  of  the 
insurance  business  should  also  be 
brought  to  bear  with  renewed  vigor  on 
still  another  serious  gap  in  the  eco- 
nomic protection  of  many  American 
people.  This  is  the  field  of  sickness  and 
disability. 

MEDICAL    RESEARCH  : 
FIRST  LINE  OP   ATTACK 

I  believe  firmly  that  medical  research 
is  the  first  line  of  attack.  We  need 
more  and  better  research  into  the 
causes  and  cures,  prevention  and  treat- 
ment of  disease.  In  recent  years  we 
have  seen  dramatic  discoveries  which 
are  producing  humanitarian  and  eco- 
nomic rewards  today.  Much  suffering 
has  been  relieved  or  prevented  and  mil- 
lions of  lives  have  been  spared.  We 
stand  now,  without  doubt,  on  the 
threshold  of  solving  more  great  mys- 
teries of  disease.  So  the  possibilities 
for  further  advances  are  great,  and  the 
nation  should  reinforce  its  research 
efforts  in  many  ways.  Further,  we  must 
speed  and  improve  the  application  of 
the  fruits  of  research  to  the  daily 
lives  of  people  throughout  the  nation. 

And  we  must  take  a  dual  approach. 
While  striking  at  the  root  causes  of 
illness,  we  must  also  help  ease  the 
mounting  burden  of  the  <-<>sis  of  medi- 
cal care. 

I  am  convinced  that  voluntary  health 
insurance  is  a  sound  and  practical 
means  of  increasing  security  against 
medical  costs.  The  nation  has  seen  a 
remarkable  growth  in  private  health 
insurance  in  recent  years.  But  the  truth 
is  that  we  have  hardly  scratched  the 
surface.  There  are  remarkable  oppor- 
tunities for  the  future  that  should  be- 
stir us  all. 

While  life  insurance  was  a  fledgling 
one  century  ago  and  retirement  insur- 
ance began  to  take  hold  about  30  years 
ago,  health  insurance  is  the  newcomer 
in  the  trio.  Sixteen  years  ago,  only 
about  six  million  persons  had  any  form 
of  ] (repayment  protection  against  the 
costs  of  medical  care.  The  combined 
efforts  of  the  insurance  industry  and 
organizations  like  Blue  Cross  and  Blue 
Shield,  especially  since  the  end  of 
World  War  II,  produced  ;i  dramatic 
change  in  the  voluntary  health  insur- 
ance picture.  Today  almost  two  out  of 
every  three  in  the  entire  population 
are  covered  with  some  form  of  health 
insurance.  In  the  past  15  years  the 
number  of  persons  with  hospitalization 
insurance  has  increased  from  14  mil- 
lion to  108  million,  and  the  number  of 
persons  with  insurance  to  cover  sur- 
geons' expenses  has  increased  from  ap- 
proximately   seven    million    to    92    mil- 


lion. Protection  for  general  medical  ex- 
penses has  expanded  from  five  million 
persons  to  56  million  in  11  years. 

The  measure  of  the  problem,  how- 
ever, is  what  remains  to  be  done.  De- 
spite the  rapid  strides  there  are  still 
about  (id  million  Americans  with  no 
form  of  hospitalization  insurance.  Al- 
most half  the  people  have  no  surgical 
insurance  protection.  And  more  than 
two  out  of  three — about  110  million — 
have  no  insurance  against  general  med- 
ical expenses. 

Of  the  total  of  more  than  ten  billion 
dollars  in  private  medical  care  costs, 
about  one  dollar  in  four  is  met  through 
insurance  benefits.  We  do  not,  of 
course,  expect  insurance  to  meet  100 
percent  of  medical  care  costs — but  in- 
surance can  and  should  meet  more 
than  one-fourth  of  the  total  bill. 

The  protection  of  health  insurance 
must  be  extended  to  more  people.  Many 
older  persons,  for  example,  find  they 
cannot  obtain  any  type  of  health  in- 
surance now  at  a  reasonable  cost.  I 
think  it  is  a  sound  insurance  prin- 
ciple to  add  a  little  to  premiums 
throughout  the  earlier  years  and  thus 
provide  increased  protection  for  older 
people,  including  those  who  have  re- 
tired. 

Further,  the  degree  of  protection 
provided  by  the  policies  should  be  in- 
creased. Too  often,  especially  in  severe 
or  prolonged  illness,  benefits  are  ex- 
hausted long  before  major  costs  are 
met ;  even  among  the  insured,  family 
saving's  thus  are  wiped  out  and  many 
are  forced  to  turn  to  public  aid. 

HOPEFUL   BEGINNING   IN 
COMPREHENSIVE   SERVICES 

A  hopeful  beginning  has  been  made 
in  coverage  of  such  severe  or  pro- 
longed illness — often  called  "catas- 
trophic" illness.  More  than  three  mil- 
lion persons  receive  comprehensive 
medical  and  hospital  services  through 
independent  group  prepayment  plans. 
In  addition  the  number  of  persons  with 
major  medical  expense  insurance  has 
increased  from  a  few  hundred  thou- 
sand in  1951  to  an  estimated  five  mil- 
lion now.  But  the  great  bulk  of  the 
people  still  are  unprotected  against  the 
crushing  costs  of  severe  or  prolonged 
illness. 

Thus,  much  more  needs  to  be  done. 
The  "deductible"  and  "co-insurance" 
principles  have  already  been  applied 
successfully  to  some  health  insurance 
plans  in  industry.  These  principles 
should  now  be  applied  widely  in  the 
development  of  many  new  plans.  In 
this  way,  I  believe,  increased  protec- 
tion against  the  costs  of  catastrophic 
illness  can  be  provided  at  very  reason- 
able premiums. 


We  should  recognize,  I  think,  that 
the  improvement  and  expansion  of 
health  insurance  will  not  in  itself  be 
the  total  answer.  We  still  have  the 
problem  of  those  who  cannot  afford  to 
buy  such  insurance.  The  plans  men  in 
the  insurance  industry  and  we  in  gov- 
ernment have  in  mind,  we  believe,  will 
help  lower  the  cost  of  health  insurance 
so  that  many  more  low-income  families 
will  be  protected.  But  all  of  us  need  to 
give  more  study  to  the  problem  of  pro- 
viding security  against  the  costs  of 
medical  care  for  the  hard  core  of  fami- 
lies who  may  not  be  able  to  purchase 
insurance  even  if  the  premiums  are 
reduced. 

Part  of  the  answer  to  this  problem 
lies  in  progressively  reducing  the  num- 
ber of  low  income  families.  A  favor- 
able economic  climate,  in  which  our 
production  can  continue  to  flourish  and 
increase,  will  give  more  and  more  peo- 
ple the  economic  ability  to  purchase 
voluntary  health  insurance. 

GREAT  NEEDS  AND 
GREAT   OPPORTUNITIES 

And  so  we  face  great  needs  and 
great  opportunities  in  increasing  eco- 
nomic security  for  the  American  peo- 
ple. In  the  American  tradition  this  is 
a  challenge  to  insurance  as  a  private 
industry — a  challenge  to  its  initiative, 
its  enterprise,  its  creative  spirit.  The 
history  of  the  industry  points  the  way. 
Experience  shows  that  when  attractive 
policies  are  developed  at  the  lowest 
possible  prices  and  when  these  policies 
are  offered  with  drive  and  ingenuity, 
they  are  accepted  in  large  volume.  This 
process  is  in  the  tradition  of  Yankee 
enterprise  and  know-how.  It  is  good 
business,  it  helps  people  and  benefits 
the  nation.  As  private  enterprise  meets 
the  need  of  the  people  then  the  people 
will  not  find  it  necessary  to  resort  to 
broad  government  action. 

With  its  record  of  great  growth  in 
the  past  and  with  great  needs  still  to 
be  met,  one  thing  is  certain — private 
insurance  has  not  achieved  the  full 
place  destined  for  it  in  our  society. 

With  the  "magic  of  the  averages"  in 
life  insurance  the  industry  worked 
wonders  in  advancing  human  welfare. 
It  should  now  put  this  formula  to  work 
with  even  greater  vigor  and  on  a  wider 
scale  in  the  field  of  pension  and  health 
insurance. 

The  full  meaning  and  broader  pur- 
pose of  insurance  are  not  defined  alone 
in  economic  or  business  terms.  The  true 
meaning  and  purpose  of  insurance  are 
to  protect  people  against  want  and  to 
advance  human  aspirations.  No  service 
can  be  more  fundamental  to  the  gen- 
eral welfare  of  the  nation. 
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The  1955  income  of  our  121  leading  salesmen  —  averaging  15 
years  of  service  —  was  $27,000  per  man.  These  121  represent  10% 
of  our  full-time  salesmen. 

Our  men  are  high  grade,  the  kind  you  would  enjoy  knowing  as 
business  associates.  They  are  selected  carefully,  and  must  measure 
up  to  rigid  character  and  aptitude  requirements  in  order  to  join  our 
field  force. 

They  receive  on-the-job  foundation  training  and  advanced 
training  .   .    .  with  pay. 

They  are  dedicated  men.  Service-minded.  Ambitious.  Aggressive. 

They  sell  attractive  personal  and  business  life  insurance,  annuities, 
employee  benefit  plans  and  group  insurance. 

They  proudly  represent  one  of  the  country's  largest,  strongest 
and  oldest  life  insurance  companies,  the  Massachusetts  Mutual, 
organized  in  1851  .    .    .  operating  nationwide. 

They  enjoy  a  market  that  grows  constantly  and  can  never  be 
saturated  or  exhausted. 


Massachusetts  Mutual 
Life  Insurance  Company 

SPRINGFIELD,   MASSACHUSETTS 


Life  insurance  selling  with  the 
Massachusetts  Mutual  may  be  the 
career  for  you  ...  if  your  per- 
sonality, ambition  and  success  poten- 
tial are  suitable. 


Tell  us  when  you  will  graduate, 
where  you  wish  to  live  when  you 
are  ready  to  launch  your  career, 
and  your  present  address.  Without 
cost  or  obligation,  we  will  send 
information  to  help  you  in  choosing 
your     lifetime     career    opportunity. 


CONTRIBUTIONS    TO 


FINANCIAL    SECURITY 


BY  HOLGAE  J.  JOHNSON 


President  of  the  Institute  of  Life  Insurance.  Mr.  John- 
son is  a  graduate  of  the  University  of  Pittsburgh. 
Immediately  after  graduation,  he  began  his  career  in 
insurance  as  an  agent.  Since  coming  under  his  direction, 
the  Institute  has  come  to  play  an,  increasingly  more 
important  role  in  the  insurance  industry,  until  today  it 
is  recognised  as  its  central  source  of  information. 


Life  insurance  has  made  an  impor- 
tant contribution  to  the  security  of 
American  families.  This  may  not  be 
completely  demonstrated  from  a  mere 
citation  of  the  "then  and  now"  picture 
of  its  century  or  more  of  development, 
for  the  social-economic  structure  has 
changed  materially  from  100  years  ago 
— from  even  a  decade  ago.  These  great 
changes  have,  in  some  degree,  been 
made  possible  by  the  very  existence  of 
life  insurance.  Adjustment  to  them  has 
been  eased  to  a  great  degree  by  this 
bulwark  of  life  insurance  which  our 
families  have  created. 

There  are  several  great  changes  that 
have  taken  place  in  this  country,  in 
large  part  during  the  past  quarter  cen- 
tury. They  are  somewhat  interrelated 
and  they  all  involve  in  some  way  the 
status  of  family  financial  security. 

We  have  seen  the  break-up  of  the 
"family  clan."  Whereas  our  fathers  in 
large  part  lived  within  easy  access  to  a 
host  of  close  or  not-too-distant  rela- 
tives, most  of  our  families  today  are 
pretty  much  unto  themselves  wherever 
they  are.  The  relatives  are  no  longer 
around  the  corner  t<>  lend  a  hand  in 
time  of  trouble. 

Then,  too,  we  have  seen  grow  up  an 
increased  dependency  among  families 
on  the  breadwinner's  job.  Family 
financial  security  balances  arc  quickly 
dislocated  if  the  job  pattern  is  too  long 
disturbed,  unless  careful  planning  has 
provided  resources  for  the  emergency. 

At  the  same  time  there  lias  been  a 
growth  in  the  family  "margin  for 
security"  in  incomes.  That  is,  as  in- 
comes and  living  standards  have  gone 
u)),  the  margin  beyond  sustenance  for 
millions  of  families  lias  grown,  leaving 
a  greater  portion  to  establish  family 
financial  security   plans. 

In    consequence   of   all    these   trends 


and  because  of  its  time-proven  record 
of  performance,  life  insurance  has 
come  to  play  a  vital  role  in  the  plan- 
ning for  and  actual  maintenance  of 
family  security.  Not  only  is  life  insur- 
ance used  for  its  original  purpose  of 
meeting  the  needs  of  dependents  at 
time  of  death,  but  it  is  increasingly 
being  used  for  the  living  needs  of 
policyholders  themselves.  Over  half  of 
the  annual  flow  of  benefits,  now  ex- 
ceeding five  billion  dollars,  is  in  the 
category  of  "living  benefits"  today. 

Many  a  young  man  is  in  college 
today  because  of  a  life  insurance  pol- 
icy, many  a  young  businessman  of  to- 
day got  his  start  in  his  career  through 
a  life  insurance  policy. 

The  great  change  that  has  come 
about  in  family  security  and  the  great 
contribution  that  life  insurance  has 
made  in  accomplishing  the  change  may 
be  seen  by  contrasting  the  general  sit- 
uation today  with  that  in  1929,  just 
over  a  quarter  of  a  century  ago.  This 
is  obvious  to  many  of  us  who  have 
lived  through  business  life  in  both 
years,  but  not  perhaps  to  those  in  col- 
lege now  or  just  entering  business  to 
whom  the  picture  of  1929  is  merely  a 
text  book  recital  or  conversation  by  the 
oldsters. 

Let's  take  a   flash-back  to  1929. 

The  young  fellows  in  the  class  of  '29, 
looking  out  towards  a  business  career 
and  establishment  of  a  family,  faced 
Avhatever  unemployment  might  ensue 
with  no  protection  against  loss  of  in- 
come from  that  cause;  they  had  little 
or  no  protection  against  financial  loss 
from  non-occupational  sickness  or  ac- 
cident ;  there  were  relatively  few  pen- 
sion or  retirement  plans  in  force;  the 
family  life  insurance  averaged  only 
$2,700,  with  only  a  small  portion  of 
that  set  up  to  provide  income;  it  was 


a  year  of  prosperity,  but  the  security 
picture  was  dim  in  outline. 

The  class  of  '57,  in  contrast,  faces 
any  possible  unemployment  in  a  large 
portion  of  cases  with  unemployment 
insurance  benefits ;  the  greater  part  of 
our  families  are  covered  by  some  form 
of  accident  and  sickness  insurance; 
nine  out  of  ten  workers  are  under  the 
old  age  and  survivorship  benefits  of 
Social  Security;  almost  one-third  of 
the  employed  civilian  work  force  is 
covered  by  some  pension  plan ;  life  in- 
surance averages  nearly  $7,000  per 
family,  with  millions  of  families  own- 
ing sizeable  amounts;  much  of  today's 
life  insurance  is  on  a  specific  income 
plan  for  family  maintenance,  and  much 
of  it  is  for  specific  purposes  such  as 
education  of  children,  paying  off  mort- 
gages and  other  debts  or  establishment 
of  retirement  income  plans. 

Some  measure  of  the  effectiveness  of 
this  change  in  the  security  structure 
may  be  seen  from  the  total  payments 
to  American  families  currently  for  the 
major  disruptions  in  the  continuity  of 
income — death,  disability,  unemploy- 
ment and  retirement.  Such  payments 
are  now  running  in  the  neighborhood 
of  $25,000,000,000.  In  1929,  corre- 
sponding payments  were  only  $2,872,- 
000,000.  That  reflects  a  major  and  in- 
creasing contribution  from  insurance 
and  the  security  plans  born  of  the 
insurance  idea. 

There  is  another  area  in  which  life 
insurance  has  made  a  vital  contribu- 
tion to  family  security,  though  this  one 
is  so  far  removed  from  family  activi- 
ties that  one  may  not  be  aware  of  it. 
This  is  the  functioning  of  life  insur- 
ance dollars  as  a  source  of  capital 
funds.  Our  economy  and  the  stability, 
integrity  and  happiness  of  our  families 
must  depend  extensively  today  on  the 
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flow  of  capital.  This  is  the  mechanism 
by  which  jobs  are  created  and  main- 
tained and  productivity  increased — 
these  being  basic  elements  in  family 
security  and  rising  standards  of  living. 

Tn  the  past  quarter  century  we  have 
seen  an  important  transition  in  the 
flow  of  capital.  A  generation  or  two 
ago,  the  financing  of  business  and  in- 
dustry, with  consequent  creation  of 
jobs  and  productivity,  was  largely  a 
matter  of  individual  investment.  Insti- 
tutional investments,  of  which  life  in- 
surance dollars  were  and  are  part,  were 
beginning  to  attain  sizeable  propor- 
tions— but  they  were  still  far  from  the 
dominant  source  of  capital  funds. 

Today,  however,  institutional  sav- 
ings of  all  types  add  up  to  the  great 
source  of  financing  for  industrial 
plants,  commercial  properties,  farm 
units,  homes,  large-scale  housing — in 
short,  all  the  things  which  make  for 
greater  productivity  and  create  new 
jobs. 

Life  insurance  alone  now  accounts 
for  more  than  $90  billions  of  invested 
funds.  These  life  insurance  dollars, 
averaging  over  $900  per  policyholder, 
represent  a  vast  contribution  to  the 
economy,  affecting  almost  every  area 
of  our  enterprise.  We  find  light  and 
power  plants,  railroads,  factories, 
shops,  offices,  homes,  farms,  even  large 
blocks  of  community  projects,  all  re- 
ceiving financing  aid  from  life  insur- 
ance funds.  We  find  turnpikes,  gas 
pipelines,  schools,  colleges,  rental 
housing,  commercial  real  estate  and 
many  other  facilities  on  the  list  of  in- 
surance investments.  Only  recently  we 
saw  life  insurance  dollars  called  on  for 
one-fourth  of  the  total  financing  set  up 
to  convert  the  nation's  airlines  to  the 
jet  age. 

As  our  policyholders  continue  to 
make  their  annual  payments  for  their 
life  insurance,  this  new  capital  from 
their  accumulating  dollars  continues  to 
grow.  Last  year,  over  six  billion  dol- 
lars of  new  capital  came  from  this 
source,  and,  adding  the  funds  coming 
available  from  previous  investments, 
total  funds  going  into  the  capital  mar- 
ket to  help  meet  the  financing  needs 
of  the  economy  came  to  more  than 
$18  billions. 

This  is  a  continuing  process  and  one 
that  will  grow  in  importance,  not 
diminish.  It  is  estimated  that  some 
5,000,000  jobs  are  maintained  by  these 
life  insurance  investments  today  and 
by  1965  the  equivalent  figure  may  well 
be  twice  today's  total. 

Increasing  family  security  for  an  in- 
creasing proportion  of  our  people  is 
surely  the  goal  of  the  nation.  And  in 
attaining  this  goal,  life  insurance  has  a 
key  role  to  play.  Because  of  its  wide 


scope  and  complexity  of  operations, 
life  insurance  will  have  in  its  ranks 
men  and  women  from  many  walks  of 
life — engineers,  management  experts, 
doctors,  investment  men,  lawyers,  ac- 
tuaries, salesmen,  and  many  others. 
Whatever  the  special  field,  these  peo- 
ple will  be  sharing  a  greal  enterprise 
for  enhancing  the  family  security  of 
our  people. 

Looking  ahead  just  ten  years,  we 
can  see  total  life  insurance  ownership 
exceeding  three-quarters  of  a  trillion 
dollars,  if  we  do  no  more  than  grow 
at  the  same  rate  Ave  have  in  the  past 
decade.  That  would  mean  an  average 
of  $12,000  of  life  insurance  for  all 
families  in  the  country — some  $15,000 
per  insured  family.  And  that  naturally 
would  mean  many  millions  of  addi- 
tional families  with  adequate  family 
financial  security.  This  security  bul- 
wark will  be  set  up  to  keep  family  in- 
come going,  establish  college  funds,  pay 
off  mortgages,  provide  comfortable  re- 
tirement plans  and  many,  many  other 
benefits. 

Let's  turn  for  a  moment  to  the  1965 
yearbook  and  see  what  the  class  of  '65 
will  be  looking  to,  as  it  sets  out  on  the 
life  career  and  establishes  the  family 
home. 

This  typical  family  of  1965  would 
be  under  Social  Security,  with  its  old 


age,  survivors  and  unemployment  ben- 
efits; it  would  be  covered  by  some  pen- 
sion plan;  it  would  have  hospital  ex- 
pense, surgical  expense  and  medical 
expense  insurance  and  also  disability 
income  insurance;  it  would  have  a 
group  life  insurance  policy  at  the  office 
or  shop;  it  would  have  an  equity  in 
its  own  home,  with  the  mortgage  in- 
sured ;  its  debts  would  be  covered  by 
credit  life  insurance;  it  would  have  a 
total  of  $15,000  or  more  of  life  insur- 
ance, part  of  this  being  a  family  in- 
come plan  with  extra  protection  until 
the  children  are  grown. 

Such  a  picture  is  one  of  substantial 
progress  in  family  security  even  be- 
yond today's  gratifying  total.  It  is  as- 
surance that  there  shall  be  no  diminu- 
tion in  our  standards  of  living,  but 
rather  still  further  increases.  It  is  the 
kind  of  family  security-  picture  that  no 
one  would  have  dreamt  of  drawing  25 
years  ago.  But  it  is  well  on  its  way  to 
reality  today. 

The  men  who  enter  this  business  to- 
day will  be  in  their  prime  by  the  time 
we  attain  this  1965  level  of  security. 
They  will  have  benefited  by  the  oppor- 
tunities that  such  progress  assures — 
and  they  will  be  enjoying  the  satisfac- 
tions that  such  performance  in  the 
public  interest  guarantees. 
*     #     * 


The  Life  Insurance  business  is  a  bulwark-  of  American   industry. 

Through  the  investment  of  life  insurance  dollars,  industry  is  jir<>ritl<<l 

tin  necessary  capital  to  continue  ils  unprecedented  expansion. 
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LIFE    INSURANCE    IN 


THE    NATIONAL    ECONOMY 


BY  FEEDERIC  W.   ECKEK 


President  of  the  Metropolitan  Life  Insurance  Company. 
Mr.  "Ecker,  a  graduate  of  Harvard,  began  as  a  cleric  in 
an  investment  lnni.se.  and  joined  Metropolitan  in  1925 
as  assistant  treasurer.  'Through  the  gears  he  has  gained 
recognition  as  an  authority  in  tin  field  of  life  insurance 
investment,  as  well  as  of  the  broader  related  aspects  of 
national  and  international  economy.  He  is  also  a  direc- 
tor of  tin-  Chase  Manhattan  Bank. 


Life  insurance  is  one  business  that 
grows  at  a  steady  pace.  One  cannot 
say  that  it  is  completely  depression 
proof,  but  it  is  true  that  even  in  de- 
pression people  are  most  loath  to  give 
up  their  life  insurance.  Consequently, 
it  is  not  subject  to  the  peaks  and  val- 
leys that  plague  so  many  industries. 
As  a  result,  those  who  seek  a  steady 
"growth-industry''  can  well  consider 
casting  their  lot  with  one  of  our  hun- 
dreds of  fine  life  insurance  companies 
in  the  United  States  or  Canada. 

The  first  chart,  covering  more  than 
half  a  century,  illustrates  very  well 
how  steady  is  the  growth  of  life  insur- 
ance protection,  and  the  underlying 
assets  of  the  life  insurance  companies, 
in  spite  of  the  ups  and  downs  of  peo- 
ple's income. 

The  life  insurance  industry's  growth 
lines  show  also  how  comparatively 
slight  was  the  effect  of  the  two  World 
Wars,  lesser  economic  recessions,  and 
even  the  great  depression  of  the  early 
1930's.  Even  that  disaster  produced 
little  more  than  a  slight  retarding  of 
the  growth  in  the  amount  of  life  in- 
surance in  force.  By  the  mid-1930's, 
the  in  force  regained  its  $100  billion 
Level,  first  attained  in  1929.  The  people 
had,  by  1948,  doubled  their  coverage 
with  the  companies,  and  trebled  it  by 
1952;  now  they  are  well  on  their  way 
toward  their  fourth  hundred  billion  of 
business  in  force  (upper  solid  curve). 
The  supporting  assets  (bottom  curve) 
acquired  under  our  level-premium  sys- 
tem of  insurance  grew  even  more  stead- 
ily and  have  now  passed  $90  billion. 
In  short,  the  growth  curve  has  been 
an   amazingly  steady  one. 

Xow  as  to  the  types  of  insurance  in 
force  and  the  makeup  of  the  assets 
held  by  the  insurance  companies,  the 
left-hand   panel  of   Chart    2   illustrates 


the  insurance  structure  itself.  Ordinary 
life  insurance,  which  is  traditionally 
the  bulwark  of  the  business  and  is  the 
type  sold  for  premiums  payable  at 
annual,  semiannual,  quarterly  or 
monthly  intervals,  now  has  an  inforc'e 
of  $230  billion — or  more  than  twice 
as  much  as  Chart  1  showed  for  all  life 
insurance  in  force  a  mere  decade  and  a 
half  ago.  Industrial  life  insurance, 
which  is  also  sold  directly  to  individ- 
uals, but  payable  at  weekly  or  month- 
ly intervals,  has  been  growing  at  a 
much  slower  rate,  although  it  totals 
some  $40  billion  in  force.  Group  life, 
which  is  sold  through  employers  large- 
ly, has  long  been  skyrocketing,  and 
has  now  practically  $120  billion  in 
force — or  as  much  as  all  three  depart- 
ments combined  a  mere  decade  and  a 
half  ago. 

Both  group  and  individual  accident 
and  sickness  insurance  have  also  been 
growing  with  great  rapidity.  Measured 
in  premiums  written  and  renewed,  as 
is  common  in  that  branch  of  the  busi- 
ness, individual  A  &  S  has  since  World 
War  II  expanded  more  than  five-fold, 
and  group  nearly  eight-fold — for  a 
combined  premium  close  to  $2%  bil- 
lion a  year  in  1955. 

Three  convincing  economic  evidences 
that  the  life  insurance  market  is  not 
oversold — much  less  "saturated" — are 
provided  by  these  striking  facts: 

1)  Even  after  all  of  the  build-up  to 
date  in  people's  insurance  programs, 
their  inforce  is  less  than  $7000  per 
family.  And  that  is  still  equivalent  to 
less  than  the  income  which  they  re- 
ceive in  only  a  year  and  a  quarter — 
hardly  any  more  than  the  similarly 
computed  ratio  for  as  far  back  as 
1929.  Obviously,  people  are  on  the 
whole  »»<7cr-insured ! 

2)  In  a  similar  way,  the  proportion 


of  their  income  which  people  devote 
to  their  life  and  annuity  premiums 
combined  runs  below  its  level  of  the 
late  1920's  and  has  for  the  past  dozen 
years  remained  practically  stable  at 
only  approximately  3%.  That  is  for 
gross  premiums;  after  netting  out  the 
return  flow  (dividends,  death  pay- 
ments, etc.)  by  the  companies  to  the 
people,  the  ratio  is  only  \x/i% — which 
is  similarly  below  the  1920's;  it  has 
veered  but  little  from  that  figure  for 
many  years. 

3)  A  third  economic  comparison, 
pointing  out  how  undersold  personal 
insurances  really  are,  is  evidenced  by 
a  few  comparisons  of  people's  spend- 
ing habits.  On  alcoholic  beverages 
alone,  they  nowadays  spend  some  $9 
billion  a  year,  which  equals  the  annual 
premium  on  all  their  life  insurances; 
while  the  $5  billion  and  more  which 
they  consume  every  year  in  cigarettes, 
cigars  and  other  tobacco  products  ex- 
ceeds by  more  than  a  billion  what  they 
devote  to  all  their  accident  and  sick- 
ness premiums,  not  only  in  life  but 
also  in  casualty  companies,  Blue  Cross, 
etc.  The  $1.8  billion  a  year  which  they 
pay  to  attend  movies  and  other  amuse- 
ments runs  a  half  billion  ahead  of  their 
annuity  premiums  paid  to  commercial 
companies.  What  they  lay  out  on  beau- 
ty and  barber  shops,  toilet  articles, 
etc.,  on  television  and  radio  sets  and 
on  the  buying  and  operation  of  passen- 
ger autos  runs  similarly  to  such  vast 
sums  as  to  make  even  the  present  vol- 
ume of  outlay  on  insurance  products 
seem  far  too  small  in  comparison. 

And  all  that  is  true  in  spite  of  the 
fact  that  the  aggregate  premiums  paid 
to  private  institutions  for  all  personal 
insurances  add  up  to  $20  billion  a  year, 
or,  including  people's  payments  to- 
ward government  protections,  $31  bil- 
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1.  Twentieth  Century  Comparison 

BETWEEN  FLUCTUATIONS  IN  PEOPLE'S  TOTAL  INCOME  AND 

THE  BUILD  UP  OF  THEIR  LIFE  INSURANCE  IN  FORCE  8,  ASSETS 

(All  US  Legal  Reserve  Life  Insurance  Companies) 
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lion.  How  these  two  latter  sums  have 
grown  from  1929  to  date  is  shown  on 
Chart  3.  The  $20  billion  of  total  pre- 
miums paid  to  private  institutions  rep- 
resents a  five-fold  gain  since  the  days 
just  before  the  great  depression  and 
since  World  War  II  a  2%-fold  gain. 

Although  protection  is  the  primary 
function  of  life  insurance  companies, 
the  accumulation  of  savings  resulting 
from  premium  collections  also  repre- 
sents a  highly  significant  part  of  the 
companies'  role  in  our  economy.  Taken 
one  at  a  time,  the  small  savings  of  in- 
dividual policyholders  would  have  lit- 
tle economic  importance.  However, 
through  life  company  operations,  those 
small  individual  savings  can  be  pooled 
together  to  make  a  sizable  contribu- 
tion to  the  national  economy. 

As  our  economy  grows,  capital  ac- 
cumulated in  life  insurance  companies 
plays  a  more  and  more  important  role 
not  only  in  maintaining  a  high  stand- 
ard of  living,  but  also  in  creating  new 
and  better  jobs  for  an  increasing  popu- 
lation. Mass  production;  which  has 
been  one  of  the  most  important  factors 
in  providing  the  people  of  the  U.S. 
with  more  and  better  goods  per  capita 
than  in  any  other  country  at  any  time, 
requires  steadily  increasing  amounts 
of  capital  investment.  To  illustrate 
that,  investment  per  worker  in  manu- 
facturing enterprises  has  grown  to 
well  over  $10,000,  from  only  $2,000  at 
the  turn  of  the  century.  As  I  empha- 
sized to  our  policyholders  in  a  recent 
annual  report,  "These  figures  under- 
score the  importance  of  saving  to  pro- 
vide the  necessary  additions  to  capi- 
tal. Life  insurance  is  one  of  the  most 
important  vehicles  through  which  such 
savings  are  accumulated." 

Naturally,  there  are  many  other 
avenues  through  which  people  can 
save.  In  competition  with  the  more 
than  1,000  life  companies  in  the  US, 
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there  are  some  530  mutual  savings 
banks,  about  6,000  savings  and  loan 
associations,  and  some  14,000  commer- 
cial banks.  Moreover,  there  are  also 
numerous  mutual  funds,  private  pen- 
sion funds,  US  Savings  Bonds,  Postal 
Savings,  and  compulsory  old  age  and 
survivors  insurance. 

However,  in  the  face  of  such  stiff 
competition,  the  distinguishing  feature 
of  life  companies  is  the  steadiness  in 
growth  over  the  years.  Note  the  bot- 
tom area  on  Chart  4.  Since  1929,  the 
growth  of  savings  (reserves)  in  life 
insurance  companies  has  been  far 
steadier  than  in  any  other  popular 
channel,  and  now  runs  at  about  five 
billion  dollars  a  year,  adding  up  to 
some  $75  billion — or  somewhat  more 
if  certain  contingent  accounts  similar 
to  reserves  be  added  in ;  all  assets 
amount  to  about  $90  billion. 

How  the  savings,  or  assets,  of  poli- 
cyholders are  invested  is  shown,  for 
major  classes,  in  the  right-hand  panel 
of  Chart  2  (referred  to  earlier).  Most 
striking  is  the  sharp  growth  of  cor- 
porate bonds  and  notes  and  mortgages, 
since  World  War  II.  Naturally,  in  both 
cases,  those  post-war  expansions  are 
much  faster  than  ever  before,  since 
they  were  stimulated  not  only  by  the 
normal  demand  for  private  capital  but 
also  by  the  backlogs  built  up  during 
the  war.  So  their  speed  of  growth 
since  the  war  may  exceed  somewhat 
the  long-term  trend. 

Capital  investments  in  bonds  and 
notes  of  corporations,  which  include 
industrials,  utilities  and  rails,  have  ex- 
panded to  $36  billion,  contrasted  with 
barely  $10  billion  after  the  War.  Dur- 
ing that  period  the  proportion  of  as- 
sets represented  by  this  classification 
jumped  from  22%%  to  40%. 

Capital  investments  in  mortgages, 
which  are  mainly  on  city  properties 
but  to  some  extent  also  on  farms,  have 
grown  to  over  $29  billion,  from  only 
$6y2  billion  after  the  war;  the  propor- 
tion of  assets  in  those  jumped  to  33%, 
from  less  than  15%  during  that  period. 

In  addition  to  those  most  important 
types  of  life  companies'  assets,  sub- 
stantial investments  have  been  made  in 
municipal  securities,  commercial  real 
estate,  and  housing.  Although  stocks 
have  been  growing  moderately,  they 
still  represent  only  a  small  share  of  all 
assets — i.e.,  4%  for  all  stocks,  of  which 
only  1V2%>  is  commons.  Ownership  of 
US  government  securities  declined  for 
life  insurance  companies  after  World 
War  II,  as  they  had  following  all  earli- 
er major  Wars. 

The  contribution  of  life  companies' 
mortgage  and  corporate  bond  invest- 
ments to  the  private  economy  is  com- 
pared with  other  investor  groups  in 
Chart  5. 


Life  companies  have  loaned  to  indi- 
viduals and  corporations  a  little  over 
one-fifth  of  the  $130  billion  of  city 
and  farm  mortgage  debt  outstanding  in 
the  US.  They  rank  second  to  savings 
and  loan  associations,  for  loans  on 
city  properties.  On  farms,  life  com- 
panies rank  first  by  a  wide  margin 
over  any  other  investor  group. 

Long-term  corporate  bond  and  note 
investments  of  life  insurance  com- 
panies represent  well  over  two-fifths 
of  some  $80  billion  of  that  type  of 
debt  outstanding  in  the  US.  Conse- 
quently, they  far  exceed  any  other  in- 
vestor group. 

The  large  contribution  of  life  com- 
panies to  our  economy  through  mort- 
gages and  corporate  bonds  and  notes 
is  explained  by  the  fact  that  those 
outlets  are  especially  suited  for  policy- 
holders' funds — which  not  only  must  of 
course,  seek  out  the  highest  yield  com- 
mensurate with  safety,  but  also  are  best 
employed  in  the  public  interest.  The 
life  insurance  policy  is  a  long-term 
contract;  consequently  it  is  natural 
and  appropriate  that  the  funds  ac- 
cumulated under  the  contract  should 
be  invested  in  long-term  obligations, 
such    as    corporate    bonds    and    mort- 

Although  the  companies  hold  a  rela- 
tively large  proportion  of  private  long- 
term  debt  capital  outstanding  in  the 
nation,  their  proportion  of  the  entire 
capital  structure,  including  all  private 
and  public  debt  and  equity  capital,  is 
relatively  small.  That  proportion,  even 
for  the  combined  companies  is  hardly 
5%,  and  for  the  largest  life  company 
it  is  a  mere  1%. 

Those  ratios  are  small  because  life 
companies  provide  practically  no 
short-term  credit,  since  that  is  a  fune- 


2.  Post  War  Review, 

DISSECTING  THE  INTERNAL  STRUCTURE 

OF  THE  LIFE  INSURANCE  BUSINESS  AS  TO   - 
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tion  mainly  of  commercial  banks. 
Moreover,  Life  companies  provide  very 
little  equity  capital.  Since  World  War 
II,  nearly  two-thirds  of  all  Eunds  used 
by  corporations  have  been  obtained  in- 
ternally through  retained  earnings  and 
allowances  for  depletion,  depreciation 
and  amortization.  Consequently  all 
types  of  outside  investors  are  ex- 
cluded from  that  type  of  financing. 
The  small  amount  of  life  company  in- 
vestments that  is  of  the  equity  type, 
and  therefore  means  ownership  which 
carries  the  right  to  vote  and  the  right 
to  have  a  voice  in  management,  boils 
down  for  the  combined  companies  to 
less  than  one-fifth  of  1%  of  the  total 
capital  structure  in  the  nation ;  for  any 
one  company  the  proportion  is  a  mere 
l/25th  of  1%. 

Throughout  their  insuring  and  in- 
vesting operations  alike,  the  companies 
have  long  made  it  a  practice  to  main- 
tain all  reasonable  flexibility  in  the 
types  of  service  rendered  to  the  econ- 
omy. 

Flexibility  in  meeting  and  even  an- 
ticipating different  kinds  of  consumer 
demands  has  manifested  itself  in  di- 
verse insurance  products  such  as  the 
following:  group  insurance  (in  its 
many  subtypes — including  its  various 
disability  forms)  ;  credit  life  insur- 
ance on  consumer  loans;  individual 
sickness,  hospitalization,  and  other  dis- 
ability insurances;  family  income  in- 
surance; premiums  payable  monthly 
in  both  ordinary  and  industrial  insur- 
ance; premiums  payable  by  salary  al- 
lotment;  home-   or  farm-mortgage  re- 


demption policies;  education  policies; 
business  or  key-man  insurance;  non- 
medical insurance;  preferred  risk  in- 
surance; substandard  or  extra  risk 
insurance ;  and  others. 

Investments  also  have  followed  the 
changing  needs.  As  the  country  passed 
from  the  horse  and  buggy  days  to  the 
railroad-building  era,  the  nation's 
transport  needs  were  reflected  in  an 
augmented  flow  of  capital  funds  to  the 
railroads,  first  steam  and  later  electric 
and  diesel.  More  recently,  we  have  wit- 
nessed the  rapid  spread  of  toll  roads — 
a  reversion  to  old  times  in  a  modified 
form  but  on  an  enlarged  scale.  Recent- 
ly, other  modes  of  transporting  goods 
or  people  have  come  to  be  heavily 
financed  by  life  insurance  companies — 
which  not  only  own  and  lease  out  rail- 
road rolling  stock  and  automobile 
fleets,  but  also  lend  to  finance  tanker 
ships,  the  new  large  jet  planes,  etc.  As 
indicative  of  flexibility  in  meeting  the 
changing  needs  of  the  times,  one  might 
cite  financing  of  vast  undeveloped  min- 
eral deposits  in  both  the  US  and  in 
Canada;  large  scale  housing;  natural 
gas  pipe  lines ;  and  power  projects  for 
atomic  energy  development. 

Another  example  illustrating  the 
flexibility  of  life  company  investment 
policy,  is  the  speed  and  extent  to 
which  such  companies  have  supplied 
investment  funds  for  the  defense  of  the 
nation  during  every  major  war  in  its 
history,  and  yet,  after  each  one,  they 
again  resumed  their  peacetime  role  of 
helping  to  finance  the  productive  pri- 
vate economv. 


3.   TRENDS  IN 
AMOUNTS  SET  ASIDE  EACH  YEAR  FOR 
PERSONAL  INSURANCE' 

(BILLIONS    OF    DOLLARS) 


CONTRIBUTIONS    TOGOVCRNMCNT    AND    SOCIAL     INSURANCCS 


employer   contributions   to  pa 

ACCIDCNT    AND    SICKNCSS    PRCMIUMS 

(TO   Lift    AND   CASUALTY    COMPANIES.    BLUE    CROSS,    CTC. ) 
Lift      INSURANCE    AND    ANNUITY    PREMIUMS 

(TO   ALL    U.S.    LCCAL-RCSCRVt    COS..    rflATCBNALS,    S.B.L. I.,     CTC.) 


GROWTH  IN  VOLUME  OF  SAVINGS  ACCUMULATIONS 
L  LIFE  COMPANIES  AND  OTHER  SELECTED  CHANNELS 


In  supplying  the  American  people 
and  the  general  economy  with  both 
the  insurance  and  the  investment  serv- 
ices which  are  rendered,  the  life  in- 
surance business  is  a  highly  competi- 
tive one.  Among  the  more  than  a. 
thousand  legal  reserve  life  insurance 
companies  in  this  country  and  Canada, 
many  of  the  small-  and  medium-sized 
ones  are  growing  very  rapidly.  In  fact, 
they  are  doing  so  well  that,  in  the  ag- 
gregate, the  small  and  medium  com- 
panies together  are  enjoying  an  ever 
increasing  share  of  the  combined  life 
insurance  business  in  force.  Many  con- 
fine their  activities  largely  to  local  or 
regional  markets;  but  they  are  never- 
theless fine,  vigorous  companies  with 
progressive  managements,  and  offer 
employment  on  pleasant  terms  in 
many  parts  of  the  country.  Nowadays 
every  state  in  the  union  has  at  least 
one  home  office  of  a  company  char- 
tered there.  So  the  market  for  those 
who  work  in  the  insurance  business  is 
not  limited  to  just  a  few  rather  large 
companies  whose  names  appear  in  mag- 
azine advertisements,  but  is  a  really 
broadscale  one  geographically.  Even  if 
a  man  secures  employment  with  a  com- 
pany chartered  in  one  State,  its  em- 
ployment opportunities  are,  in  the 
larger  and  most  of  the  medium  com- 
panies, scattered  over  a  considerable 
area — or  even  the  entire  United  States 
and  Canada. 

As  to  the  future  growth  of  our  busi- 
ness, we  are  optimistic  regarding  the 
life  insurance  department,  and  even 
more  so  regarding  accident  and  sick- 
ness insurance.  To  put  that  forward 
view  into  quantitative  terms  ten  years 
ahead,  or  (even  more  helpfully  to 
career-seekers)  20  years,  is  no  easy 
problem ;  and  of  course  the  longer 
ahead  one  tries  to  peer,  the  more  nu- 
merous and  weighty  the  "it's"  neces- 
sarily    become.     Without     taking     the 
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space  to  spell  those  out  here,  many  of 
us  agree  with  Holgar  Johnson's  con- 
elusion  in  the  first  article,  that  total 
life  insurance  in  force  may  expand 
by  1965  to  three-fourths  of  a  trillion 
dollars,  from  somewhat  under  the  pres- 
ent $400  billion  (shown  on  Chart  1). 
Moreover,  some  of  us  feel  that  one 
trillion  might  be  passed  by  1970,  and 
perhaps  ■$l1/4  trillion  by  1975. 

True,  these  figures  become  so  large 
that  it  is  difficult  for  the  mind's  eye 
to  see  their  full  importance.  However, 
their  size,  as  well  as  their  direction, 
serve  as  important  possible  signposts 
to  indicate  the  potentials  latent  in  the 
ife  insurance  business.  And,  as  pre- 
viously stated,  the  accident  and  sick- 
ness department's  future  should  find 
their  market  growing  even  faster,  rela- 
tively, in  the  next  10  and  20  years. 

As  a  direct  supplier  of  employment 
to  the  economy,  our  business  admitted- 
ly does  not  cut  a  large  figure.  After 
all,  no  industry's  function  is  to  create 
employment,  in  itself;  that  is  just  a 
by-product  of  carrying  out  its  prime 
function — which,  in  any  free  exchange 
economy,  is  that  of  producing  for  our 
fellow  men  the  kinds  and  amounts  of 


our  products  or  services  which  they 
demand. 

Life  insurance  personnel  has  ex- 
panded by  more  than  50%  since  the 
boom-year  1929,  and  stands  80%  high- 
er than  at  the  subsequent  low-point 
which,  in  our  case  (unlike  employ- 
ment generally)  was  not  the  great  de- 
pression but  World  War  IT.  That  de- 
cline resulted,  of  course,  from  em- 
ployees serving  in  the  Armed  Forces 
rather  than  a  shrinkage  in  the  life  in- 
surance business  itself. 

How  the  400,000  in  the  life  insur- 
ance business  are  divided  among  the 
broad  types  of  employment  is  sum- 
marized in  Exhibit  6.  That  will  help 
give  some  general  idea  as  to  the  various 
occupational  opportunities  in  this  bus- 
iness. Among  the  270,000  men  engaged 
in  our  line  of  work,  many  of  whom 
are  college-  or  university-trained, 
around  185,000  are  agents.  And  they 
are  supervised  by  nearly  40,000  man- 
agers and  assistant  managers — indi- 
cating the  splendid  opportunities  which 
exist  for  promotion.  For  home  office 
staffs,  which  comprise  nearly  128,000 
people,  fully  44,000  are  men.  P]ven 
among    the    42,000    clerical    personnel 


staffing  branch  offices,  men  number 
around  5,000. 

In  closing:  perhaps  no  line  of  busi- 
ness can  give  its  workers  so  many  sat- 
isfactions, from  the  point  of  view  of 
public  service,  as  lite  insurance.  The 
people  working  in  this  business  not 
only  serve  to  ameliorate  distress  in 
I  he  event  of  death  and  illness,  but  they 
also  help  channel  a  great  pool  of  sav- 
ings, fed  by  many  small  rivulets  of 
repetitive  insurance  premiums,  toward 
building  up  the  nation's  economic  ma- 
chine and  raising  its  standard  of  liv- 
ing through  the  investment  function. 
Thus,  the  services  which  insurance  peo- 
ple perform  for  the  American  public 
are  far  larger  and  mure  important 
than  is  indicated  by  their  number 
alone. 

The  life  insurance  business  affords 
great  opportunities  to  college-trained 
men  as  salesmen,  administrators,  or  in 
any  of  the  many  fields  requiring  tech- 
nical proficiency  such  as  the  actuarial 
sciences,  finance,  law  or  economies.  It 
is  a  career  in  which  to  be  successful 
requires  hard  work  but  along  with  that 
goes  great  satisfaction  and  plenty  of 
opportunity   for   advancement. 


COMPARATIVE  SHARES  OF  VARIOUS  LENDER  GROUPS 
IN  LEADING  TYPES  OF  INVESTMENTS 

DECEMBER  31,  1955  (Est.) 


® 


MORTGAGES 
(Total  =  $130  billion) 


$  BILLIONS 

10  20  30 


GOVT.  AGENCIES 
MUTUAL  SAVINGS  BANKS 
COMMERCIAL  BANKS 
ALL  U.S.  LIFE  COS. 
SAVINGS  &  LOAN  ASSNS. 
OTHERS 


40 


® 


C  O  R  P  O  RAT  E     LONG-TERM 
BONDS    &    NOTES* 

(Total  =  $80  billion) 

$  BILLIONS 
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6.     GROWTH  OF  LIFE  INSURANCE  PERSONNEL 
IN  THE  U.S.  AT  SELECTED  DATES 
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HOME  OFFICE 
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AGENCY  STAFF 
Managers  and  Assistants 
Men 
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2,700 
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Total  H  14,000 

Full  Time  Agents 
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Total  K'i'1  ''I 
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Men         173,400 
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LIFE    INSURANCE 


AND    EDUCATION 


BY  S.  S.  HUEBNEK 


President  Emeritus  of  the  American  College  of  Life 
Underwriters.  Dr.  Huebner  retired  in  1953  after  49 
years  of  teaching  insurance  at  Wharton  School,  where 
he  initiated  the  idea  of  insurance  courses.  He  was  also 
instrumental  in  founding  the  American  College  of  Life 
Underwriters  in  19187.  The  S.  S.  Huebner  Foundation 
for  Insurance  Education  was  instituted  in  his  honor. 


Broadly  speaking,  the  subject  as- 
signed for  this  article  divides  itself 
into  two  main  parts;  1)  education  as 
the  great  ally  of  life  insurance  prog- 
ress; and  2)  life  insurance,  about  the 
last  newcomer  of  outstanding  business 
subjects  in  the  educational  programs 
of  our  Colleges  and  Universities,  as  an 
essential  addition  to  the  educational 
curriculum   of  these   institutions. 

As  I  have  stated  elsewhere:  "Fortu- 
nate indeed  is  the  business  calling 
which  has  succeeded  in  integrating  it- 
self into  the  higher  educational  system 
of  the  nation  so  thoroughly  as  1)  to 
draw  its  strength  of  manpower  largely 
from  that  system,  and  2)  to  have  its 
usefulness  and  nobility  properly  and 
forcefully  reflected  through  that  edu- 
cational system  to  the  public  at  large. 
Every  profession  seeks  these  two  ob- 
jectives." Although  late  in  starting  in 
our  collegiate  system  of  education  as 
organized  instructioii  on  the  university 
level,  insurance  has  made  great  head- 
way in  our  universities  and  colleges 
in  recent  years,  especially  since  1927, 
and  bids  fair  before  long  to  attain  the 
desired  goal. 

A  detailed  national  survey  (by  Da- 
vid McCahan  and  Morris  Hamburg), 
covering  the  academic  year  1952-53, 
shows  that  239  universities  and  col- 
leges in  the  United  States  were  offer- 
ing- a  total  of  972  insurance  courses, 
with  an  enrollment  of  over  30,000. 
These  courses  were  distributed  as  fol- 
lows :  general  or  survey  courses  cover- 
ing both  life  and  property  insurance, 
204;  special  life  and  closely  related 
courses,  189;  actuarial  science  and 
mathematics  of  insurance,  41;  prop- 
erty and  casualty  insurance,  333;  in- 
surance law,  88;  social  insurance,  37; 
insurance  research  27;  and  miscellan- 
eous, 58.  The  above  summary  of  the 
survey,    it    should    be    stated,    does    not 
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include  72  Chartered  Life  Underwriter 
(CLU)  courses  and  54  Chartered 
Property  and  Casualty  Underwriter 
(CPCU)  courses,  offered  by  universi- 
ties and  colleges  in  non-insurance  sub- 
jects but  nevertheless  closely  related 
to  insurance  underwriting  in  the  field 
and  required  by  the  CLU  and  CPCU 
programs  of  The  American  College  of 
Life  Underwriters  and  The  American 
Institute  for  Property  and  Liability 
Underwriters,  and  having  respective 
enrollments  of  1,384  and  972  students. 

The  life  insurance  industry  is  a  ben- 
eficiary in  many  ways  because  of  the 
rapid  progress  since  1927  in  life  in- 
surance education  on  the  collegiate 
level.  Space  limits  make  possible  only 
a  brief  mention  of  the  following  six 
outstanding  advantages  derived  by  the 
industry,  and  which  imply  a  sense  of 
responsibility  of  the  life  insurance  in- 
dustry to   collegiate   education : 

1)  The  life  insurance  industry  is 
now  firmly  committed,  through  the 
medium  of  The  American  College  of 
Life  Underwriters  and  its  Chartered 
Life  Underwriter  (CLU)  program,  to 
have  its  field  representatives,  who  con- 
tact and  "program"  the  buying  public, 
jiroperly  trained  professionally.  The 
CLU  program  does  for  life  underwrit- 
ing what  the  CPA  program  does  for 
accounting.  The  standards  of  the  two 
programs  are  equally  high.  And  just 
as  accounting  depends  on  Universities 
and  Colleges  to  assist  in  the  educa- 
tional process  for  the  attainment  of 
the  CPA  designation,  so  life  insur- 
ance must  have  the  same  type  of  as- 
sistance for  the  attainment  of  the  CLU 
designation. 

Cooperation  from  higher  institutions 
of  learning  has  been  exceptionally  gen- 
erous. At  present  over  140  universities 
and  colleges  are  willing  to  give  all  or 
a  substantial  part  of  the  necessary  in- 


struction for  CLU  students.  About  100 
CLU  study  groups  are  conducted  in 
universities  and  colleges  or  under  their 
sponsorship. 

In  1953,  124  universities  and  col- 
leges offered  164  special  courses  in  life 
insurance  economics,  principles  and 
practices,  plus  an  additional  107 
courses  covering  subjects  required  by 
the  CLU  program  other  than  life  in- 
surance per  se,  or  a  total  of  271  spe-, 
cial  life  insurance  courses  and  courses 
closely  related  to  life  underwriting, 
with  a  total  enrollment  of  over  6,500, 
i.e.  courses  affording  opportunities  for 
life  insurance  underwriting  careers. 

2)  Exclusive  of  the  large  group  of 
field  underwriters,  already  referred  to, 
the  life  insurance  industry  is  depend- 
ent very  largely  upon  universities  and 
colleges  for  the  training  of  the  many 
specialists  needed  by  the  industry,  such 
as  actuaries,  mathematicians,  invest- 
ment experts,  lawyers,  accountants, 
business  management  experts,  medical 
men,  and  the  like.  Here  also,  as  in  the 
field  service,  there  is  an  ever  increas- 
ing and  widening  opportunity  for  col- 
lege graduates.  Although  the  largest 
single  industry  in  the  nation  in  terms 
of  dollars  (with  $370  billion  of  insur- 
ance on  the  books  and  accumulated 
assets  of  $85  billion),  let  us  not  forget 
that  this  industry  is  still  small  com- 
pared with  what  it  ought  to  be.  All 
commercial  life  insurance  in  the  United 
States  averages  little  more  than  one 
year's  income  per  American  family. 
The  human  life  value  of  family  bread- 
winners, expressed  in  dollars,  is  such 
that  prevailing  life  insurance  on  the 
hooks  will  probably  reach  a  trillion 
dollars  within  the  next  decade  and  then 
keep  onward  towards  the  second  trd- 
lion. 

3)  Life  insurance  companies  are 
deeply  interested,  as  claim  payers,  in 
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medical  research  to  cure  or  prevent 
dreaded  diseases.  For  example,  heart 
ailments  and  cancer  are  responsible  for 
the  majority  of  life  insurance  claims 
today.  The  problem  is  clearly  recog- 
nized ;  and  the  industry  is  contributing 
generously  towards  this  type  of  re- 
search, and  universities  and  colleges 
are  receiving  their  share. 

4)  Education  of  the  general  public 
in  life  insurance,  and  indoctrination  of 
that  public  in  a  higher  sense  of  obliga- 
tion to  the  family  (man's  greatest  eco- 
nomic business)  through  the  nation's 
educational  system  will  help  the  life 
insurance  industry  to  attain  quickly 
the  trillion  dollar  mark  already  re- 
ferred to.  When  the  indoctrinated  pub- 
lic is  contacted  and  guided  by  a  pro- 
fessionally educated  field  force,  the 
desired  result  will   be  inevitable. 

In  this  connection,  it  is  highly  im- 
portant to  the  life  insurance  industry 
that  universities  and  colleges  are  al- 
ready offering  a  large  number  of  gen- 
eral survey  courses  in  insurance  eco- 
nomics and  principles.  As  I  have  stated 
elsewhere : 

"These  courses,  although  intended 
for  lay  students  only,  help  to  in- 
doctrinate thousands  of  college 
students  annually  in  sound  insur- 
ance principles  and  uses  of  insur- 
ance, who,  in  turn,  when  return- 
ing home,  will  help  to  indoctrinate 
many  more  thousands  with  cor- 
rect insurance  ideas  as  well  as  a 
proper  sense  of  obligation  to  the 
family,  in  such  a  way  as  to  over- 
come their  erroneous  suspicions 
and  other  fallacious  ideas  about 
the  so-called  mysteries  of  insur- 
ance. These  college  graduates  also 
are  prepared  better  to  meet  under- 
writers half-way  and  will  also  do 
much  to  influence  their  acquaint- 
ances to  take  a  more  wholesome 
view  of  the  great  value  of  pro- 
fessional underwriting.  Just  im- 
agine the  importance  insurance- 
wise  of  12,000  college  graduates, 
each  having  had  a  survey  course  in 
insurance,  going  back  to  their  re- 
spective communities  annually  to 
become  influential  as  family 
heads,  business  leaders,  in  the  pub- 
lic school  system,  in  the  commu- 
nity's social  institutions,  in  the 
press,  in  religious  organizations, 
and  in  legislative  halls,  and,  what 
is  highly  important,  returning  to 
their  communities  as  the  friends  of 
sound  life  insurance.  As  time  goes 
on  the  present  annual  returning 
total  of  12,000  will  double,  and 
thereafter  continue  further  with 
large  increases." 

5)  The  life  insurance  industry  is 
anxious  to  have  the  elements  of  in- 
surance  properly  reflected   in   the  na- 


tion's high  school  system  and  realizes 
that  education  percolates  from  the  top 
(collegiate)  down  to  the  high  school 
level.  Accordingly,  the  industry's  In- 
stitute of  Life  Insurance  is  motivating 
and  financing  the  so-called  "Graduate 
Woi'ksho])  in  Family  Financial  Se- 
curity Education"  at  some  twelve  uni- 
versities located  throughout  the  coun- 
try. The  objective  is  to  instruct  teach- 
ers in  secondary  schools,  especially 
those  engaged  in  the  teaching  of  busi- 
ness education,  home  economics,  and 
the  social  studies,  so  that  they  may, 
following  the  completion  of  the  course, 
introduce  the  subject  matter  of  their 
instruction  at  these  universities  into 
the  curriculum  of  their  respective 
schools. 

6)  One  of  the  most  outstanding 
handicaps  to  insurance  education,  ow- 
ing to  the  rapid  growth  of  insurance 
courses  on  the  collegiate  level,  has  been 
the  great  dearth  of  adequately  pre- 
pared teachers.  Recognizing  the  se- 
riousness of  the  problem  and  the  need 
for  quick  action,  a  large  number  of 
life  insurance  companies,  in  1940,  cre- 
ated and  financed  the  S.  S.  Huebner 
Foundation  for  Insurance  Education, 
to  be,  operated  under  university  aus- 
pices. Now  financed  by  128  life  insur- 
ance companies,  the  Foundation  exists 
to  increase  the  supply  of  well-trained 
teachers  of  insurance,  to  promote  re- 
search within  the  field  of  insurance,  to 
stimulate  educational  activities  through 
its  insurance  publications,  and  to  pro- 
mote the  teaching  of  insurance  on  a 
career  basis  in  universities  and  col- 
leges. About  fifteen  to  seventeen  care- 
fully selected  post-graduate  students, 
from  all  sections  of  the  country,  are 
awarded  scholarships  and  fellowships 
each  year  on  a  full-time  study  basis 
to  specialize  for  their  doctor's  degree 
and  for  a  collegiate  teaching  career  in 
insurance.  About  forty  former  fellows 
of  the  Foundation  have  already  been 
placed  as  insurance  teachers  in  about 
that  many  different  universities  and 
colleges,  and  the  number  of  new  teach- 
ers has  been  quite  regular  from  year 
to  year.  As  I  have  written  elsewhere, 
"We  need  only  contemplate  the  sig- 
nificance of  so  many  well-trained  teach- 
ers, each  becoming  a  center  of  influ- 
ence insurance-wise  in  his  community, 
and  through  his  students  a  center  of 
influence  nationally." 

Emphasis  has  been  given  in  the  fore- 
going discussion  to  1)  the  importance 
of  life  insurance  today  in  widening 
the  opportunity  for  the  nation's  youth 
to  secure  profitable  employment  along 
many  lines  on  a  growing  scale  because 
of  the  extraordinary  growth  of  the  life 
insurance  industry;  2)  the  financial 
contributions  already  being  made  by 
life    insurance    companies    to    aid    re- 


search and  the  development  of  career 
teachers  of  insurance;  and  'A)  the 
initiation  and  motivation  of  many  new 
collegiate  courses  through  such  agencies 
as  The  American  College  of  Life  Un- 
derwriters and  The  American  Institute 
for  Properly  and  Liability  Underwrit- 
ers. The  life  insurance  industry  is 
looking  increasingly  for  college  gradu- 
ates to  fill  its  important  positions  in 
the  home  offices  as  well  as  in  the  field 
underwriting  service.  The  industry  is 
being  professionalized  rapidly  and  the 
cooperative  help  from  higher  educa- 
tion becomes  self  evident.  But  there 
are  two  additional  factors  of  impor- 
tance which  need  to  be  stressed  : 

1)  Life  insurance  represents  such  a 
necessary  and  universal  service  to  man 
that  universities  and  colleges,  even  if 
they  do  not  contemplate  the  introduc- 
tion of  career-making  courses,  should 
nevertheless  offer  a  general  survey 
course  for  the  lay  student  body.  This 
is  particularly  applicable  to  our  col- 
legiate schools  of  business,  where  such 
a  course  should  be  listed  in  the  group 
of  "required  subjects."  Most  of  the 
required  business  subjects  today  are 
not  nearly  so  important  to  daily  family 
life  (man's  most  important  business) 
and  to  the  community  as  a  whole  as  is 
life  insurance. 

2)  Life  insurance  greatly  widens  the 
opportunity  of  the  nation's  youth  to 
finance  a  higher  education.  This  it  does 
in  two  main  ways.  On  the  one  hand, 
there  is  the  use  of  life  insurance  by 
parents  to  accumulate,  in  advance,  the 
necessary  funds  to  meet  the  outstand- 
ing parental  objective  of  financing  the 
higher  education  of  children.  We  are 
told  that  about  40%  of  the  students 
in  American  Universities  and  Colleges 
are  dependent  upon  self-help  either 
partially  or  totally,  and  that  about 
17%  earn  their  entire  way  through 
college.  When  this  service  is  better 
understood  by  parents,  they  will  re- 
gard life  insurance  as  an  essential  pro- 
gram for  preparing  systematically  for 
the  future's  unavoidable  costs  of  high- 
er education. 

Where  the  plan  of  previous  accumu- 
lation of  funds  has  not  been  used,  life 
insurance  again  offers  a  solution  by 
enabling  students  to  finance  their  edu- 
cation through  loans,  made  effective 
immediately  through  life  insurance 
policies  written  on  their  own  lives  for 
the  security  of  the  creditor  against  a 
premature  death  of  the  debtor  before 
the  repayment  of  the  loan.  The  char- 
acter and  ability  (life  value)  of  the 
policy  holder  serves  as  the  collateral 
behind  the  loan,  but  only  if  insured 
against  death.  In  this  way  many  are 
enabled  to  borrow,  although  they  do 
not  possess  tangible  property  collat- 
eral. 
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LIFE    INSURANCE 


AND    THE    COMMUNITY 


BY  DEVEREUX  C.  JOSEPHS 


Chairman  of  the  Board  of  New  York  Life  Insurance 
Company.  After  his  graduation  from  Harvard,  Mr. 
Josephs  entered  the  investment  banking  business.  He 
retired  as  general  partner  of  Graham,  Parsons  4"  Com- 
pany in  1939  to  enter  the  insurance  business.  He  pres- 
ently also  serves  as  chairman  of  President  Eisenhower's 
31-man  Committee  on   Education   Beyond  High   School. 


Life  insurance  is  a  great  national  in- 
dustry and  in  recent  years  it  has  been 
growing-  at  an  unprecedented  rate.  In 
a  free  society,  such  a  rise  and  growth 
amounts  to  a  popular  mandate,  and 
presupposes  a  special  value  to  society. 
Therefore,  in  assessing  the  importance 
of  life  insurance  to  the  community, 
there  are  two  ready-made  criteria : 
first,  its  size,  and  second,  its  value. 

To  what  extent,  then,  is  life  insur- 
ance an  influence  on  the  American 
community?  How  widely  is  it  accepted 
and  used?  In  a  word,  how  "big"  is  it? 

The  answer  is  that  life  insurance  is 
very  big  and  there  are  statistics  to 
prove  it.  The  assets  of  all  life  insur- 
ance companies  in  the  United  States 
amounted  to  $90  billion  at  the  end  of 
last  year  and  they  are  growing  at  the 
rate  of  $6  billion  a  year.  Coverage  is 
widespread  and  four  out  of  five  of  all 
families  in  the  United  States  have  one 
or  more  policies.  In  a  nation  of  165 
million  people,  there  are  107  million 
policyholders  who  carry  an  estimated 
$373  billion  of  life  insurance  coverage. 

As  for  the  future  of  life  insurance, 
a  recent  article  in  Nation's  Business 
based  on  the  labors  of  experts  in  sta- 
tistics, economics  and  life  insurance 
predicted  that  by  1970  total  life  insur- 
ance coverage  in  the  United  States 
would  reach  the  trillion  dollar  mark. 
The  article  noted,  by  the  way,  that  the 
life  insurance  industry  would  probably 
be   the   first   to   attain    that    magnitude. 

Now  it  should  be  stressed  that  size 
itself  has  a  function  in  our  society. 
Companies  either  truly  national  or 
merely  widespread  do  much  more  than 
provide  a  plentiful  supply  of  goods 
and  services  under  the  persistent  au- 
thority of  competition  and  the  dictates 
of  the  customer's  choice.  For  example, 
they  perform  a  very  useful  function  in 


keeping  connected  the  complicated  ma- 
chinery of  our  modern  industrial  econ- 
omy. 

Our  society  places,  and  I  hope  will 
always  place,  a  heavy  emphasis  upon 
individual  initiative.  But  freedom  of 
choice  carries  an  inherent  weakness 
unless  the  separateness  is  held  together 
by  strong  ties.  The  national  companies 
provide  a  2-way — indeed  a  multiple — 
communication  between  localities.  Thus 
when  better  methods  or  higher  stand- 
ards are  developed  in  one  community, 
they  tend  to  spread  through  a  com- 
pany structure  with  epidemic  rapidity. 
For  example,  through  the  suggestion 
program  of  my  company  we  are  con- 
stantly getting  ideas  and  market  pref- 
erences from  our  various  branches 
which  are  applicable  to  our  operations 
elsewhere. 

Such  interchange  of  ideas  seems  to 
me  to  be  a  very  important  role  of 
national  companies.  In  this  day  and 
time  when  national  unity  is  the  root  of 
our  salvation,  varying  views  can  be 
quickly  exchanged  and  mutual  modera- 
tions secured  through  the  interlaced 
activities  of  enterprises  at  once  local 
and  widespread. 

Life  insurance  companies  share 
many  of  these  attributes  of  large  na- 
tional companies.  On  the  other  hand, 
we  are  a  very  special  type  of  national 
organization.  Some  companies  manu- 
facture their  products  at  one  or  two 
centers  and  distribute  them  by  jobbers 
or  a.  sales  organization  throughout  the 
country.  Our  operation  is  quite  differ- 
ent— our  product  is  an  insurance  pol- 
icy— a  contract.  And  it  is  not  manu- 
factured in  New  York,  for  example,  or 
Hartford  or  Newark,  New  Jersey. 

It  does  not  exist  except  as  an  un- 
signed printed  paper  full  of  blanks 
until    two    local    people   in    Seattle    or 


Minneapolis  or  Atlanta  agree  to  make 
it  into  something  tangible.  Thus  our 
product  is  manufactured  locally,  paid 
for  locally,  and  the  dollars  never  get 
very  far  from  the  area  where  the  con- 
tract is  made.  We  do  not  use  raw  mate- 
rial that  comes  from  Texas  or  Chile  or 
Canada.  It  is  not  50%  of  our  finished 
product,  or  10%  or  even  1/10  of  1% 
of  it.  Our  only  raw  material  is  paper 
and  the  main  office,  in  our  case  in  New 
York,  should  not  be  confused  with  a 
factory  manufacturing  the  product  to 
be  sold. 

Through  its  investment  function,  too, 
life  insurance  is  important  to  both  the 
national  and  the  local  communities. 
The  $90  billion  in  assets  that  I  have 
mentioned  forms  an  enormous  pool  of 
investment  capital  which  nourishes  a 
staggering  variety  of  industries  and 
enterprises.  For  it  is  an  essential  fact 
about  life  insurance  that  it  is  a  dual 
operation.  Money  is  accumulated  from 
innumerable  policyholders  who  are 
taking  precaution  against  possible  con- 
tingencies; but  until  it  is  called  for  it 
is  invested  productively  to  the  advan- 
tage of  the  policy  owner  and  his  com- 
munity. 

How  is  this  money  invested?  What 
is  its  importance  to  the  country  at 
large  and  to  the  thousands  of  local 
communities  it  comprises?  To  start 
with  the  home  itself,  more  than  a 
quarter  of  life  insurance  reserves  is 
invested  in  mortgage  loans.  Life  insur- 
ance companies  hold  an  aggregate  $29 
billion  in  mortgage  loans.  Some  of  this 
money  is  invested  in  commercial  and 
industrial  building,  but  the  largest 
share  is  held  on  private  homes,  includ- 
ing farms.  The  availability  of  these 
funds  has  stimulated  the  construction 
of  homes  for  several  million  families, 
and  as  a  result  there  is  hardly  a  rural, 
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urban  or  suburban  community  in  the 
United  States  that  has  not  benefited. 

In  fact,  a  number  of  life  insurance 
companies  have  tackled  the  housing 
problem  directly  and  have  gone  into 
the  business  themselves.  New  York 
Life,  for  example,  is  actively  engaged 
in  community  planning  and  has  built 
four  developments  in  different  parts 
of  the  country. 

These  projects  undertaken  by  New 
York  Life,  and  similar  projects  built 
by  other  insurance  companies,  add  a 
new  dimension  to  life  insurance  com- 
pany operations;  not  only  are  we  an 
important  factor  in  communities,  but 
we  are  in  fact  creating  communities. 

Another  important  area  of  invest- 
ment for  life  insurance  companies  is 
provided  by  public  services.  Through 
their  purchase  of  bonds,  life  insurance 
companies  expedite  the  construction 
and  contribute  to  the  maintenance  of 
highways,  railroads,  bridges,  public 
utilities  and  educational  facilities. 
Given  the  range  and  scope  of  these 
services,  and  their  influence  on  the 
daily  lives  of  people,  the  importance  to 
the  community  of  these  funds  accumu- 
lated by  life  insurance  companies  can 
be  guessed  at. 

Besides  investing  in  services,  life  in- 
surance companies  put  their  reserves 
to  work  in  manufacturing  industries 
of  every  conceivable  sort.  In  our  com- 
plex industrial  society,  a  typical  man 


uses  or  comes  in  contact  with  thou- 
sands of  different  manufactured  items 
every  day.  But  I  would  be  hard  put  to 
it  to  mention  a  single  category  of 
goods — from  toothpaste  to  automobiles 
— in  which  life  insurance  companies  do 
not  have  a  financial  stake. 

Incidentally,  investment  itself  has  a 
double  function  in  a  free  industrial  so- 
ciety such  as  ours.  By  supporting  in- 
dustry, it  makes  an  increasingly  wide 
range  of  goods  and  services  available 
to  the  consumer.  At  the  same  time,  the 
industries  themselves  provide  employ- 
ment and  thus  income  to  the  millions 
who  constitute  the  consuming  public. 
The  net  effect  of  investment,  therefore, 
is  to  raise  the  standard  of  living  of  the 
entire  community. 

Finally,  the  life  insurance  industry 
provides  jobs  directly  as  well  as  indi- 
rectly. Our  business  gives  employment 
to  almost  400,000  men  and  women  in 
the  United  States  alone. 

Roughly  half  this  number  are  agents. 
The  work  of  life  insurance  agents  has 
direct  and  immediate  implications  for 
the  community  they  serve  for  it  is  nat- 
ural for  them  to  participate  in  church, 
hospital,  charitable  and  service  club 
activities.  Of  course  there  are  occa- 
sional overtones  of  self-interest  in  this 
sharing  in  community  work.  But  what 
is  wrong  with  that?  It  is  the  very 
essence  of  our  free  enterprise  system 
built   upon    a   balance   of   self-interest 


and  community  responsibility. 

I  set  down  at  the  beginning  two  cri- 
teria by  which  the  importance  of  an 
industry  to  a  community  may  be 
gauged:  extent  and  value.  I  hope  that 
this  hedge-hopping  expedition  over  the 
territories  of  life  insurance  lias  given 
some  idea  of  (heir  vastness.  The  size 
of  reserves,  the  number  of  families  in- 
sured, the  amount  of  insurance  in 
force,  the  spread  id'  investments — they 
all  contribute  to  an  understanding  of 
the  scale  of  life  insurance  operations. 

It  remains  for  me  only  to  establish 
the  value  of  life  insurance — the  useful- 
ness of  it.  Well,  what  can  be  more  use- 
ful than  persuading  people  to  make 
provision  for  both  the  unexpected  and 
the  inevitable"?  Beyond  that,  the  indus- 
try does  not  stand  in  need  of  words 
and  music.  The  speed  with  which  life 
insurance  has  grown  in  the  past  115 
years  tells  the  story.  It  has  been  gen- 
erally accepted  as  a  popular  agency 
of  risk-sharing  and  thrift. 

That  life  insurance  as  an  institution 
should  nourish  in  the  United  States  as 
nowhere  else  in  the  world  is  no  acci- 
dent, For  both  depend  for  their  success 
upon  the  same  twin  values:  individual 
initiative  and  group  cooperation. 

The  importance  of  life  insurance  to 
the  American  community  is  that  it  both 
expresses  and  supports  these  basic 
democratic  values. 


Canadians 

buy  more 

life  insurance 

from  the 

London  Life 

than  from  any 

other  company 


For  eight  consecutive  years 

the  London  Life  has  stood  first  in  Canadian 

life  insurance  sales— which  indicates  how  highly 

its  services  are  regarded  by  the  people  of  Canada. 

This  Company's  position  may  be  attributed  to  several  factors. 

Chief  among  these  are  its  long-established  reputation  for 

providing  life  insurance  at  low  cost,  and  the  training 

which  its  representatives  receive  to  serve  their  clients. 

The  London  Life  has  80  branch  offices  across  Canada. 

The  Company  issues  a  wide  range  of  Ordinary  and  Industrial 

policies,  Group  Life  Insurance,  Group  Sickness  and 

Accident  benefits,  and  Group  Pensions.  Over  a  million 

and  a  quarter  Canadians  are  insured  under 

these  London  Life  plans. 


London  Life 

INSURANCE  COMPANY 

Head  Office  •  London,  Canada 
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PART    II  (iSSS)  CAREERS    IN    LIFE    INSURANCE 


THE    CHALLENGE 


OF    MANAGEMENT 


BY  CAEROL  M.  SHANKS 


President  of  the  Prudential  Insurance  Company  of 
America.  Mr.  Shanks  graduated  from  the  University  of 
Washington  and  Columbia  Law  School,  and  has  taught 
law  at  Columbia  and  Yale  Law  Schools.  Before  being 
elected  to  the  presidency  of  Prudential,  he  served  that 
firm  as  general  solicitor.  In  addition,  he  is  presently  a 
director  of  several  large  companies  and  of  the  Institute 
of  Life  Insurance. 


The  American  life  insurance  industry 
is  seeking  capable,  management-minded 
young  men  and  women  to  share  in  its 
growth. 

Right  now,  the  opportunities  for  top- 
flight people  entering  a  management 
career  in  insurance  are  more  impres- 
sive than  they  have  ever  been. 

The  big  reason  is  that  the  insurance 
business  has  been  excellent  and  prom- 
ises to  get  even  better.  At  present, 
more  people  are  protected  by  more  life 
insurance  than  ever  before. 

At  the  beginning  of  this  year,  103 
million  Americans  owned  a  total  of 
$373  billion  in  life  insurance,  with  four 
out  of  five  families  covered  to  some  ex- 
tent. In  the  1953-1955  period  alone, 
ten  million  persons  were  added  to  life 
insurance  rolls  in  the  United  States, 
and  life  insurance  in  force  increased 
by  almost  $100  billion. 

That  was  substantial  progress.  And 
there  is  every  reason  to  believe  it  will 
continue.  There  are  important  needs 
and  exciting  new  challenges  to  be  met, 
and  the  insurance  industry  is  working 
hard  to  meet  them. 

It  is  reasonable  to  assume  that  as 
insurance  coverage  expands,  as  new 
insurance  products  are  marketed,  the 
industry's  work  load,  its  management 
staff  and  the  opportunities  it  otters  for 
advancement  also  will  expand. 

At  our  company  alone,  we  believe 
we  will  need  almost  1,000  persons  in 
the  next  decade  to  fill  new  jobs  and 
vacancies  in  middle-level  management 
and  above.  This  increase  will  almost 
double  the  firm's  present  management 
staff. 

More  than  450  of  these  positions  will 
be  in  line  management.  Undoubtedly 
similar  expansion  will  be  necessary 
throughout  the  industry. 

Xow  basically  what  kind  of  job  is  a 


management  job?  What  does  such  a 
■position  involve?  What  are  its  dimen- 
sions? 

Put  simply,  every  management  po- 
sition involves  four  things :  making 
decisions;  supervising  people,  often 
large  groups  of  people;  delegating  re- 
sponsibility, which  involves  getting 
work  done  through  other  people;  and 
control,  making  sure  assignments  have 
been  completed  and  completed  prop- 
erly. 

Of  course,  management  positions, 
like  people,  come  in  a  variety  of  sizes 
and  types.  A  middle-management  posi- 
tion at  our  company,  for  example,  may 
involve  supervision  of  several  hundred 
people.  Or  it  may  mean  supervision  of 
much  smaller  units.  To  a  considerable 
extent,  however,  the  real  dimensions  of 
such  a  job — what  can  be  accomplished 
in  company  growth  and  personal 
achievement — depend  on  the  dimen- 
sions of  the  person  in  that  job.  And 
each  one  is  given  as  much  latitude  as 
possible  to  prove  himself. 

11 7/ at  about   training? 

Many  insurance  companies  have  for- 
mal programs  to  develop  management 
talent.  The  one  at  our  own  office  is 
similar  to  several  throughout  the  in- 
dustry. 

It  involves  three  years  of  job  rota- 
tion— a  period  that  might  be  called 
basic  training — during  which  the 
trainee  is  given  responsibility  for  suc- 
cessful performance  of  a  variety  of 
supervisory  jobs,  and  through  this  ex- 
perience obtains  a  broad  understanding 
of  the  company's  operation  and  the 
functions  of  management  in  this  oper- 
ation. Hard  work  is  a  basic  ingredient 
of  the  program.  Training  is  provided 
both  in  line  units  and  in  staff  depart- 
ments such  as  personnel,  cost  alloca- 
tion, and  methods.   Classroom  instruc- 


tion also  is  usually  involved. 

In  one  important  sense,  the  program 
is  largely  a  do-it-yourself  venture  since 
the  trainee's  success  depends  complete- 
ly on  how  well  he  performs. 

What  about  salary  and  employee 
benefits? 

Unfortunately  up-to-date  figures  on 
remuneration  are  not  available  for  the 
industry  as  a  whole.  The  salaries  and 
benefits  young  management  personnel 
in  one  company  receive,  however, 
should  offer  an  indication  of  what  the 
situation  is  in  at  least  some  of  the 
other   companies. 

During  his  three  years  of  training, 
the  trainee  advances  to  junior  manage- 
ment status,  and  as  his  job  level  rises 
so  do  his  earnings.  At  the  completion 
of  such  a  program,  the  trainee  usually 
is  earning  at  least  $6,000  annually,  and 
in  some  cases  substantially  more. 

Employee  benefits  include  a  flexible 
retirement  plan,  and  group  life,  hos- 
pital, disability,  medical-surgical,  and 
major  medical  insurance.  In  addition, 
lunches  are  served  in  attractive  cafe- 
terias to  all  home  office  employees. 
There  also  is  a  liberal  vacation  plan, 
and  every  year  several  holidays  are 
observed  as  days  off  with  pay.  Broadly 
similar  benefits  are  offered  by  othei*( 
insurance  companies. 

What  can  be  expected  in  the  way  of 
advancement? 

Promotion  from  within  is  almost  a 
universal  policy  among  insurance  com- 
panies. And  firms  throughout  the  in- 
dustry have  so  many  opportunities  for 
advancement  that  it  is  only  necessary 
to  display  ability  in  order  to  move 
ahead.  It  is  not  necessary  to  remain 
with  a  company  for  an  extended  pe-j 
riod  to  achieve  satisfactory  advance- 
ment. Consider  that  18  of  our  53  vice 
presidents  and  second  vice  presidents 
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reached  the  second  vice  presidency  at 
40  or  earlier. 

What  kind  of  people  is  the  industry 
seeking? 

The  insurance  industry  naturally  is 
interested  in  the  best.  We  are  seeking 
young  men  and  women  who  have 
achieved  impressive  academic  records 
,i!  the  nation's  finest  schools.  We  want 
applicants  who  have  demonstrated 
outstanding  qualities  of  leadership 
through  extra-curricular  activities  and 
in  other  ways.  We  want  applicants 
who  are  mature  and  personable,  who 
have  sound  judgment,  who  like  people 
and  can  get  along  with  people. 

We  want  young  men  and  women 
who  are  seeking  personal  growth  and 
the  challenges  and  hard  work  that,  as 
I  see  it,  make  growth  possible  and  life 
worthwhile.  We  do  not  want  applicants 
whose  goal  is  a  comfortable  corner 
from  which  to  observe  the  passing 
parade. 

What  it  boils  down  to  is  this:  we 
are  looking  for  young  people  who  some 
day  can  take  over  the  leadership  of 
the  American  insurance  industry  and 
shoulder  its  responsibility  for  making 
family  life  ever  more  secure.  We  are 
looking  for  young  people  who  want 
to  succeed  in  some  of  the  most  sig- 
nificant jobs  in  American  industry. 

Wluit  academic  pre  pa  rat  ion  is  nec- 
essary? 

It  has  been  found  that  training  in 
the  liberal  arts  and  in  business  admin- 
istration can  be  very  helpful  to  the 
management  trainee.  Courses  in  mathe- 
matics and  English  are  regarded  as 
especially  valuable.  It  should  be 
stressed,  however,  that  men  and  women 
with  broad  preparation  in  other  areas 
also  have  achieved  success  in  insurance 
management. 

For  a  better  idea  of  just  how  college 
graduates  with  ability  are  faring  in 
the  insurance  world,  consider  the  ex- 
perience of  three  young  men  who 
joined  our  company  in  recent  years. 
These  young  men  admittedly  are  out- 
standing, but,  of  course,  so  are  the 
management  trainees  the  industry  is 
seeking. 

Cliff  Grohsgal  is  27.  He  joined  our 
company  six  years  ago  as  a  manage- 
ment trainee  after  his  graduation  from 
the  University  of  Pennsylvania.  His 
field  at  Penn  was  industrial  manage- 
ment. Earlier,  in  a  year  at  American 
University,  he  specialized  in  foreign 
languages. 

Cliff  is  an  assistant  manager  in  the 
mail  division.  In  this  job  he  shares  in 
the  supervision  of  about  225  persons, 
who,  among  other  things,  sort,  collect, 
and  distribute  some  eight  tons  of  mail 
per  day  (60  million  pieces  annually), 
and   provide   extensive    telegraph    and 
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addressograph  service. 

This  is  the  tenth  assignment  Cliff 
has  had  since  beginning  his  career. 
His  more  recent  jobs  have  brought 
with  them  increasing  supervisory  re- 
sponsibility. 

His  training  in  the  claim  division  in- 
volved the  vital  job  of  making  deci- 
sions on  the  validity  of  insurance 
claims.  In  methods,  he  worked  with 
men  and  women  devising  better  ways 
to  conduct  office  operations.  As  an  un- 
derwriting trainee,  Cliff  was  assigned 
to  the  department  where  decisions  are 
made  on  applications  for  life  insur- 
ance. 

With  our  billing  and  accounting  per- 
sonnel, Cliff  was  involved  in  the  task 
of  reminding  our  millions  of  policy- 
holders that  premiums  on  their  policies 
were  coming  due.  With  the  agencies 
service  unit,  his  insurance  education 
dealt  with  the  complex  job  of  keeping 
track  of  agents'  commissions  and  their 
success  in  selling  new  business  and  con- 
serving existing  business. 

In  personnel,  Cliff  earned  his  first 
promotion  and  first  title.  At  the  age  of 
24,  he  was  named  a  job  reviewer.  A 
year  later  he  rose  to  assistant  job 
analyst.  After  another  seven  months  he 
was  promoted  again,  to  job  analyst. 
The  three  positions  involved  increasing 
responsibility  in  job  evaluation,  salary 
administration,  and  organization  and 
staffing.  Last  April,  he  was  given  his 
latest   assignment. 

Cliff  is  learning  insurance  manage- 
ment in  the  best  possible  way.  He  is 
learning  all  about  it  and  from  the 
ground  up. 

John  Savior  is  32.  He  joined  The 
Prudential  in  1947,  a  short  while  after 
he  was  awarded  a  bachelor  of  arts  de- 
gree in  economics  at  Cornell  Univer- 
sity. At  present,  he  is  manager  and 
associate  cashier  in  the  cashier's  divi- 
sion. His  responsibilities  involve  ad- 
ministration of  an  office  staffed  by 
about  85  persons  who  maintain  rec- 
ords of  company  bank  balances,  issue 
checks,  handle  the  deposit  and  transfer 
of  funds,  and  process  certain  payments 
received  by  mail  among  other  things. 

John  began  his  Prudential  career  as 
a  trainee  in  the  division  he  now  heads. 
As  additional  steps  in  his  training,  he 
was  later  assigned  to  an  agencies  rec- 
ords unit  where  statistical  informa- 
tion, records  and  reports  are  prepared. 
He  then  was  transferred  to  the  under- 
writing division,  to  the  claims  divi- 
sion, to  methods,  and  then  back  to  the 
cashier's  division. 

A  short  while  later,  he  was  trans- 
ferred to  the  treasury  division,  where 
in  December,  1949,  he  obtained  his  first 
title:  bank  analysis  and  research  clerk. 

In  the  following  year,  when  he  was 


26,  he  received  an  additional  promo- 
tion. Early  in  1951,  he  was  promoted 
to  junior  administrative  assistant  in 
the  treasurer's  office.  He  was  assigned 
to  the  banking  arrangements  section 
which  opens  and  closes  company  bank 
accounts,  analyzes  the  financial  condi- 
tion of  the  banks  with  which  the  firm 
does  business,  performs  other  research 
and  statistical  duties,  and  authorizes 
the  format  and  printing  of  all  checks. 

In  1953,  John  was  named  an  assist- 
ant cashier  in  the  cashier's  division. 
And  after  four  months  in  that  job  he 
was  transferred  to  the  Company's 
North  Central  Home  Office  at  Minne- 
apolis in  a  similar  capacity.  He  re- 
turned to  the  home  office  at  Newark 
in  February,  1955,  as  manager  and 
associate  cashier. 

Tom  Allsopp  is  38.  He  is  associated 
with  the  planning  and  development  de- 
partment and,  at  jjiesent,  is  the  com- 
pany's youngest  second  vice  president. 

Tom  is  a  Princeton  man,  class  of 
1939.  In  1936  and  1937  he  spent  sum- 
mer vacations  working  for  us.  He 
joined  the  company  on  a  full-time 
basis  a  month  after  his  graduation. 
His  major  tields  at  Princeton  were 
political  science  and  economics. 

After  he  joined  the  company  as  a 
full-time  employee,  he  spent  almost 
three  years  on  assignments  in  the  agen- 
cies and  methods  departments.  Then 
there  was  a  SVs-year  interruption  for 
military  service. 

Tom  returned  to  methods  in  Janu- 
ary, 1946.  Seven  months  later  he  was 
named  a  senior  methods  analyst,  a 
manager  level  job.  After  an  additional 
seven  months,  he  rose  to  assistant 
director  of  organization  and  staffing. 
The  following  month  he  was  shifted  to 
the  personnel  division  as  an  assistant 
director.  That  was  just  before  his  29th 
birthday. 

The  following  year  he  was  advanced 
to  general  manager  in  charge  of  ad- 
ministration of  the  ordinary  policy  de- 
partment, which  was  staffed  by  almost 
1,600  persons. 

Early  in  1950,  Tom  was  made  gen- 
eral manager  in  charge  of  administra- 
tion for  the  company's  Canadian  Head 
Office  in  Toronto.  Soon  after,  he  was 
elected  to  the  position  of  assistant 
secretary,  thus  becoming  a  company 
officer  at  age  31.  In  1953,  he  was  trans- 
ferred to  the  company's  South-Central 
Home  Office  at  Jacksonville,  where  he 
was  promoted  to  executive  general 
manager.  And  in  February,  1955,  when 
he  was  36,  Tom  returned  to  Newark  as 
a  second  vice  president. 

Cliff  Grohsgal,  John  Savior,  and 
Tom  Allsopp  have  found  opportunity 
in  the  insurance  business.  There  is  a 
possibility  that  you  will,  too. 
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OPPORTUNITIES    IN    THE 


ACTUARIAL    FIELD 


BY  EDMUND  M.  MoCONNEY 


President  of  the  Bankers  Life  Company.  Mr.  McConney 
was  horn  in  the  British  West,  Indies  and  educated  at 
Harrison  College  there.  He  is  a  fellow  and  past  president 
of  the  Society  of  Actuaries  and  chairman  of  the  board 
of  trustees  of  Drake  University.  Joining  Bankers  Life 
as  an  assistant  actuary  in  1919,  lie  was  named  president 
in  1946. 


Contrary  to  a  fairly  generally  held 
opinion,  an  actuary  is  neither  a  person 
afflicted  with  a  form  of  insanity  so  rare 
that  lie  is  useful  to  an  insurance  com- 
pany, an  insurance  consultant,  or  in 
connection  with  pensions,  nor  is  he  a 
super-mathematician.  There  may  be,  of 
course,  occasional  exceptions  to  such 
generalizations. 

The  modern  actuary  is  simply  a  bus- 
inessman with  a  natural  flair  for  math- 
ematics, particularly  the  types  of 
mathematics  dealing  with  the  proba- 
bilities of  the  occurrence  of  the  vari- 
ous contingencies  that  affect  human 
life;  e.g.  birth,  marriage,  sickness,  un- 
employment, accident,  retirement  and 
death,  and  the  financial  effect  of  these 
contingencies  both  on  the  individual 
and  on  the  national  economy.  He  is 
thus  something  of  a  natural  scientist 
and  a  social  scientist  as  well. 

A  workable  knowledge  of  the  mathe- 
matical probabilities  involved  in  games 
of  chance  with  cards  or  dice  is  of  great 
help  to  an  actuary;  ignoring,  however, 
the  specious  theory  that  the  way  the 
cards  or  dice  have  been  falling  in  prior 
hands  has  something  to  do  with  the 
probabilities  in  subsequent  hands. 

1  mention  this  in  order  to  dispel  any 
mystery  or  miasma  that  may  hover 
around  the  work  or  recreational  activi- 
ties of  actuaries.  A  career  as  an  actu- 
ary offers  high  financial  rewards  as 
well  as  variety  and  satisfaction  to  an 
inquisitive  mind  and  the  rapid  develop- 
ments in  many  fields  of  insurance,  and 
pensions  are  a  continuing  challenge  to 
one's  wits. 

THE   DEMAND 
EXCEEDS    SUPPLY 

The  demand  for  actuaries  far  ex- 
ceeds the  supply,  and,  consequently, 
there  is  a  wide  field  for  rapid  progress 
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for  an  ambitious  student  who  is  capa- 
ble and  resourceful. 

A  couple  of  generations  ago  most 
of  the  actuaries  in  the  United  States 
and  Canada  came  from  Scotland  .  .  . 
Scotsmen,  it  seems,  take  naturally  to 
the  conservative  side  of  financial  af- 
fairs. Nowadays,  however,  we  grow 
our  own  actuaries  in  our  universities 
and  colleges,  on  this  side  of  the  At- 
lantic 

As  some  indication  of  the  shortage 
of  actuaries,  the  following  table  shows 
the  growth  in  the  U.S.  and  Canada  of 
two  main  industries  which  require  ac- 
tuaries, compared  to  the  growth  in  the 
number  of  fellows  and  associates  of 
the  Society  of  Actuaries  (and  its  pred- 
ecessor organizations). 

These  figures  indicate  quite  clearly 
that  the  need  for  actuaries  has  grown 
far  more  rapidly  than  the  supply. 
However,  as  so  often  happens,  figures 
do  not  tell  the  whole  story.  In  addi- 
tion to  the  very  large  increase  in  the 
volume  of  insurance  coverages  in 
force,  there  has  been  an  equally  im- 
pressive growth  in  the  variety  of  such 
coverages.  As  our  economy  develops, 
new  needs  for  insurance  coverage  ap- 
pear. And  as  our  people  become  more 
familiar  with  the  flexibility  of  insur- 
ance, they  are  demanding  insurance 
plans  designed  to  meet  their  changing 
needs.  The  services  of  actuaries  are 
needed  to  aid  in  the  development  of 
such   insurance  plans. 


There  are  many  forms  of  specializa- 
tion in  the  broad  field  of  actuarial 
work. 

Most  of  the  actuaries  are  with  in- 
surance companies,  and  their  work  is 
in  connection  with  alleviating  the  eco- 
nomic loss,  both  to  the  individual  and 


to  the  nation,  which  accompanies  fam- 
ily catastrophes  due  to  accident,  sick-; 
ness,  extraordinarily  long  illnesses, 
premature  death,  etc. ;  and  in  connec- 
tion with  providing  for  old  age. 

A  growing  number  act  as  consultants 
on  similar  problems,  particularly  in  re- 
gard to  pension  plans,  either  with  con4 
suiting  firms  or  as  employees  of  the 
larger  national  corporations. 

Some  actuaries,  particularly  those  in 
governmental  affairs,  deal  with  statis- 
tical studies  such  as  those  involving 
the  census  and  population  tables,  avail- 
able manpower,  causes  of  death,  rates 
of  fertility  and  other  factors  affecting 
the  population  of  the  nations. 

Other  actuaries  deal  with  broad  so- 
cial problems  such  as  social  security 
or    unemployment    benefits. 

Many  of  these  activities  involve 
financial  calculations  based  on  the 
theory  of  probabilities  and  on  rates  of 
interest  which  are  assumed  for  many 
years  into  the  future  but  based  on! 
the  experiences  of  the  past  modified  by 
the  possibilities  that  may  occur. 

As  Clemenceau  said,  "We  must  be 
prepared  for  all  things  .  .  .  even  those 
that  may  occur." 

The  duties  of  the  actuary  range  over 
a  broad  Held.  In  a  life  insurance  com- 
pany perhaps  his  most  important  duty 
is  to  determine  the  premium  rates  to 
be  charged  for  all  the  various  cov- 
erages offered  by  the  company.  And 
in  a  mutual  company  he  must  deter- 
mine each  year  the  amount  of  disri 
ti'ibutable  earnings,  after  provision 
for  all  liabilities  and  contingencies, 
and  then  determine  how  those  earn-£ 
ings  shall  be  distributed  equitably 
among  the  policyholders.  This  work  re- 
quires constant  review  of  the  mortal- 
ity experience  among  those  insured, 
the  interest  rates  earned  by  the  coma 
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This  man  is  going  places . 


He  has  weighed  all  the  facts  of  other 
fields  —  and  he  has  just  decided  to  come 
to  John  Hancock. 

Small  wonder  he  wears  a  broad  grin.  He 
knows  a  wide,  wide  future  lies  ahead,  for 
life  insurance  is  Opportunity  Unlimited 
if  he  brings  energy  and  intelligence  to  it. 
In  earnings,  community  service,  rapid  rise 
to  executive  stature,  it  offers  a  uniquely 
satisfying  career  to  the  alert  individual. 


And  John  Hancock  is  one  of  America's 
largest  and  strongest  and  most  modernly 
progressive  life  insurance  companies.  Its 
present  assets  are  over  $4J/2  billions  —  its 
life  insurance  in  force  over  $17  billions. 
It  has  unparalleled  room  for  growth 
through  its  nation-wide  General  Agency, 
District  Agency  and  Group  Organizations. 

Have  you  given  full  thought  to  a  future 
in  life  insurance  —  with  John  Hancock  ? 


MUTUAL 


INSURANCE       COMPANY 


BOSTON.    MASSACHUSETTS 


LIFE  INSURANCE 
IN  FORCE 

(Millions) 

PERSONS  COVERED 

IN  INSURED 

PENSION  PLANS 

MEMBERS 
(Fellows  and 
Associates) 

1954 
$357,783 

1954 
3,915,000 

1954 
1,499 

1940 
866 

1940 
$122,572 

1940 
685,000 

Ih 

JCREASE:  192% 
GROWTH 

OF 

471% 

:   SOCIETIE   OF 

73% 

ACTUARIES 

pany   and   the   expenses   of  operation. 

The  actuary  usually  works  closely 
with  the  company's  medical  and  under- 
writing' departments  in  order  that  the 
underwriting  of  risks  shall  be  con- 
sistent with  the  premiums  charged  for 
the  various  classes  of  risks. 

Drafting  of  policy  forms  is  usually 
done  by  the  actuary  in  collaboration 
with  the  legal  officer.  Statements  of 
the  company's  financial  condition  are 
usually  prepared  by  the  actuary  in 
conjunction  with  the  comptroller. 

The  actuary  often  works  with  the 
executives  of  the  sales  department  on 
a  variety  of  problems  such  as  develop- 
ment of  new  insurance  plans,  prepara- 
tion of  sales  and  advertising  material, 
compensation  plans  for  fteldmen  and 
assisting  men  in  the  held  with  techni- 
cal problems. 

The  duties  of  the  actuary  in  a  life 
company  therefore  place  him  in  close 
touch  with  all  of  the  various  depart- 
ments of  the  company.  And  that  makes 
the  actuary's  work  very  interesting. 


The  educational  background  that  is 
desira-ble  for  one  who  wishes  to  enter 
actuarial  wink  should  include  not  only 
the  usual  mathematical  subjects  in  ele- 
mentary and  advanced  algebra,  differ- 
ential and  integral  calculus,  descrip- 
tive and  analytical  geometry,  the  prin- 
ciples of  mathematical  statistics,  prob- 
ability and  hnite  differences — but,  also, 
the  following  subjects  which  are  valu- 
able in  any  business  career — English 
composition  and  speech,  accounting, 
business  law,  finance  and  economics. 

It  is  well  also  to  have  a  broad  cul- 
tural background  and  some  knowledge 
of  basic  human  relationships. 
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As  was  well  said  over  60  years  ago 
in  the  Institute  of  Actuaries  of  Great 
Britain : 

"An  actuary  should  be  a  man  of 
general  culture  with  a  knowledge 
of  both  books  and  men,  and  the 
more  he  has  of  both  the  better." 

The  usually  recognized  mark  of  a 
full  professional  status  is  the  success- 
ful completion  of  the  series  of  exami- 
nations given  by  the  Society  of  Actu- 
aries. 

The  first  three  of  these  examina- 
tions can  easily  be  taken  while  in  col- 
lege as  they  are  in  language  aptitude 
and  general  college  major  mathematics. 
It  is  highly  desirable  that  these  be- 
taken then  as  they  help  the  student  de- 
cide whether  or  not  he  has  the  knack 
of  applying  the  principles  of  mathe- 
matics to  practical  problems.  Also, 
success  in  passing  them  while  in  col- 
lege usually  results  in  a  higher  initial 
salary  on  entering  the  business  world. 

The  five  other  examinations  are  usu- 
ally taken  after  employment  since 
practical  experience  is  helpful,  in  fact, 
almost  essential,  for  passing  them. 
Preparation  for  these  tests  is  a  chal- 
lenge and  requires  long  hours  of  home 
study.  Success  in  them,  however,  is 
rewarding  since  the  field  is  far  from 
crowded. 

*      *      * 

Actuaries  frequently  advance  to  ad- 
ministrative and  executive  positions, 
since  employers  are  always  looking  for 
those  who  can  combine  and  mellow 
their  technical  ability  with  an  under- 
standing of  human   nature. 

The  successful  actuary  will  need  to 
cooperate  with  other  personnel  on 
broad   policy  decisions  and  direct  the 


operation  of  an  actuarial  staff.  There- 
fore, he  must  be  able  to  work  with 
many  types  of  people — both  those  who 
think  logically  and  those  who  think 
emotionally — both  within  and  without 
his  organization;  salesmen,  policyhold- 
ers, employees,  nrofessional  and  mana- 
gerial personnel. 

It  will  be  seen,  therefore,  that  a  good 
command  of  the  English  language  and 
the  ability  to  communicate  effectively 
to  others  the  highly  technical  actuarial 
principles,  techniques  and  decisions  is 
a  vital  attribute. 

Since  professional  status  requires  a 
combination  of  home  study  with  em- 
ployment, the  budding  actuary  must  be 
prepared  to  keep  in  good  health,  and 
practice  rigorous  self-discipline  in  his 
studies. 


Since  the  need  for  actuaries  is  great, 
there  is  no  difficulty  in  obtaining  a 
satisfactory  position  if  one  has  an 
ability  for  mathematics  and  an  adapt- 
ability in  dealing  with  people. 

The  principal  disadvantage  is  the 
relatively  long  period  of  training  for 
the  actuarial  examinations  involving 
home  study  and  self-discipline.  While 
this  may  reduce  participation  in  some 
social  and  recreational  activities,  there 
is  a  stimulating  challenge  in  the  ex- 
aminations and  an  exhilaration  in  pass- 
ing them. 

The  actuary  enjoys  highly  favorable 
working  conditions  usually  in  modern 
office  buildings.  His  work  provides  a 
variety  of  interesting  problems  and 
brings  him  in  contact  with  many  kinds 
of  people.  And  he  usually  has  a  posi- 
tion  offering  personal  future  security 
with  pension  arrangements  and  group 
insurance  benefits. 

The  actuary  can  be  j:>roud  that  he 
is  contributing  by  his  work  to  the  wel- 
fare and  security  of  his  fellow-men  and 
to  the  stability  of  his  nation's  economy. 

As  has  been  well  said  by  a  leading 
actuary,  Professor  C.  Wallace  Jordan: 

"The  actuary  has  many  civic  responsi- 
bilities. As  one  who  has  been  unique- 
ly trained  as  a  specialist  in  the  anal- 
ysis of  complex  financial  problems, 
the  actuary  takes  a  particular  inter- 
est in  such  matters  as  social  insur- 
ance, taxation,  anti-inflation  meas- 
ures, and  welfare  legislation — pro- 
posals that  the  average  citizen  is 
usually  poorly  equipped  to  evaluate. 
The  actuary  thus  has  a  duty  to  ad- 
vise Ills  fellow-citizens  and  the  gov- 
ernment on  these  matters  of  fiscal 
policy.  The  government  frequently 
takes  the  initiative  in  asking  a  com- 
mittee of  actuaries  for  recommenda- 
tions on  proposals  relating  to  their  • 
specialized  fields  of  knowledge." 
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UNDERWRITING 


BY  LEIGH   CRUESS 


Vice  President  and  Chief  Actuary  of  the  Mutual  Life 
Insurance  Company  of  New  York.  Having  received  BA 
and  MA  degrees  from  Queens  University  in  Kingston, 
Ontario,  Mr.  Cruess  became  a  cleric  in  the  actuarial  de- 
partment of  the  Home  Life  Insurance  Company.  He 
joined  Mutual  of  New  York  in  1941,  being  appointed 
to  his  present  post,  in  1948.  Mr.  Cruess  is  a  fellow  of  the 
Society  of  Actuaries. 


Underwriting  is  a  term  not  always 
understood  by  those  outside  the  insur- 
ance industry,  and  perhaps  the  first 
logical  step  for  this  article  should  be 
to  make  clear  what  is  meant  by  under- 
writing'. In  life  insurance,  as  in  other 
types  of  insurance,  the  insuring  com- 
pany assumes  financial  risks  in  return 
for  certain  financial  payments,  based 
on  its  own  appraisal  of  the  individual 
risk  under  consideration.  It  is  this  ac- 
ceptance of  risk  that  is  known  as  un- 
derwriting and  the  people  charged  with 
this  responsibility  are  underwriters. 

It  should  be  mentioned  that  salesmen 
of  insurance  also  have  adopted  the 
term  underwriter  as  an  occupational 
designation.  To  avoid  confusion  we 
sometimes  distinguish  between  these 
two  groups  by  referring  to  sales  per- 
sonnel as  field  underwriters  and  to  the 
others  as  home  office  underwriters, 
home  office  being  the  usual  term  for  a 
company's  head  office. 

THE   PURPOSE  OF 
LIFE    UNDERWRITING 

To  evaluate  better  what  this  offers 
as  a  career  it  may  be  helpful  to  under- 
stand something  of  the  purpose  of  life 
insurance  underwriting.  In  assuming- 
life  insurance  risks  the  insuring  com- 
pany's essential  consideration  is  the 
question  of  longevity.  For  each  indi- 
vidual risk  there  is  an  appraisal  of  the 
probability  of  average  longevity  or  of 
the  degree  of  deviation  from  average. 
Many  different  factors  may  affect  the 
individual's  length  of  life — what  has 
happened  to  him  in  the  past,  his  pres- 
ent physical  condition,  his  character 
and  mode  of  living,  his  occupation  and 
.  economic  status,  liability  for  military 
service,  special  activities  such  as  avia- 
tion, hazardous  sports,  etc.  Dealing  as 
we  do  with  human  beings  the  under- 


writer finds  practically  all  activities 
of  man  and  his  environment,  even  his 
motives  and  other  mental  reactions,  are 
of  interest,  and  any  knowledge  about 
them  can  be  brought  into  play  in  our 
underwriting  appraisals.  Thus  the  un- 
derwriter must  maintain  a  continuous 
interest  in  all  human  endeavors  and 
their  possible  effects  on  the  longevity 
of  human  beings.  This  means  keeping 
abreast  of  many  things  outside  the  in- 
surance industry — world  political  con- 
ditions, economic  conditions  and  scien- 
tific developments  of  all  sorts. 

As  a  basis  for  our  work  there  are 
scientific,  statistical  studies  of  the  ac- 
tual experience  with  large  groups  of 
insured  people.  Without  going  into 
detail  it  may  be  interesting  to  mention 
a  few  of  the  many  factors  studied  by 
insurance  companies  for  their  effects 
on  longevity :  overweight  and  under- 
weight, medical  impairments  and  past 
medical  histories  of  one  sort  or  an- 
other, occupation,  sex,  nationality, 
amounts  of  insurance,  purpose  of  in- 
surance (whether  for  family  or  busi- 
ness protection),  aviation,  military 
service,  residence,  and  there  are  many 
others. 

Equally  important  are  developments 
outside  the  insurance  industry,  in  the 
field  of  medicine  and  public  health,  in 
the  improvement  of  economic  condi- 
tions and  the  effect  of  a  higher  stand- 
ard of  living,  in  industry  as  affecting 
occupational  hazards,  in  aviation  safe- 
ty, etc. 

VARIETY   IN 
UNDERWRITING 

If  variety  is  the  spice  of  life  the 
underwriter's  job  has  plenty  of  spice. 
In  a  large  company  handling  a  couple 
of  thousand  applicants  for  insurance 
each  week  here  are  some  of  the  actual 


problems  that  come  up  for  decision :  a 
great  variety  of  medical  questions,  a 
considerable  number  of  hazardous  oc- 
cupations involving  accident  and  health 
hazards  in  different  degrees,  atomic 
energy,  aviation  activities  of  various 
sorts,  military  service  liability,  foreign 
travel  to  all  parts  of  the  world,  haz- 
ardous sports  like  mountain  climbing, 
skin  diving,  sports  car  racing,  big 
game  hunting,  problem  cases  because 
of  unfavorable  character  or  mode  of 
living,  possible  speculative  cases  be- 
cause of  inadequate  financial  resources 
in  relation  to  amount  of  insurance. 

Many  eases  become  problem  cases 
because  of  conflicting  information  or 
insufficient  information  on  which  to 
base  an  underwriting  decision.  But  for 
practical  reasons  decisions  must  be 
made  without  further  delay  or  expense 
for  securing  additional  information. 
This  calls  for  exercise  of  the  under- 
writer's judgment.  After  weighing  of 
pros  and  cons  the  decision  is  made  and 
only  time  will  tell  if  the  underwriter's 
judgment  has  been  good.  Xobody  can 
expect  the  right  decision  100%  of  the 
time,  much  as  this  is  desired,  but  the 
good  underwriter  achieves  a  pretty 
high  batting  average.  This  is  perhaps 
the  most  challenging  aspect  of  the  un- 
derwriter's work,  certainly  one  of  the 
most  interesting,  involving  the  use  of 
his  discretion  and  judgment  as  to  when 
to  take  a  chance  and  when  not  to. 

An  important  phase  of  the  under- 
writer's job  is  his  relationship  with 
those  who  sell  his  company's  products. 
This  presents  no  problems  when  things 
are  running  smoothly,  but  there  are 
unfavorable  decisions,  delays  and  re- 
sulting irritations.  Tact,  patience,  un- 
derstanding of  the  salesman's  prob- 
lems and  the  ability  to  explain  satis- 
factorily both  verbally  and  in  writing: 
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Your  Choice  of 

Home  Office  or 

Sales  Careers 


in  Life  Insurance 


CHOOSE  YOUR  CAREER 

Sales 

Law 

Medicine 

Actuarial 

Investment 

Underwriting 

Sa  les  Promotion 

Personnel 

Accounting 

CHOOSE  YOUR  STATE 


District  of  Columbia 

Florida 

Maryland 

North  Carolina 

Pennsylvania 

South  Carolina 

Tennessee 

Texas 

Virginia 

West  Virginia 


ATLANTIC 
LIFE 


LAMAR 
LIFE 


MIDLAND 

UrE 


Alabama 

Arkansas 

Louisiana 

Mississippi 

Tennessee 

Texas 

California 

Colorado 

Idaho 

Illinois 

Iowa 

Kansas 

Minnesota 

Missouri 

Montana 

Nebraska 

North  Dakota 

Oregon 

South  Dakota 

Washington 

Wyoming 

Alaska 


CHOOSE  YOUR  COMPANY 

ATLANTIC  LIFE 
INSURANCE   CO. 

Richmond,  Va. 
Established  1900 

LAMAR   LIFE 
INSURANCE  CO. 

Jackson,  Miss. 
Established  1906 

MIDLAND   NATIONAL 
LIFE   INSURANCE  CO. 

Watertown,  S.  D. 
Established  1906 


are      important      assets      to      possess. 

The  inflationary  trend  of  recent 
years  with  rapidly  rising  costs  of  op- 
erations has  accelerated  study  of  un- 
derwriting processes  with  a  view  to 
reducing  operational  costs.  Some  have 
been  simplified,  others  have  been  elim- 
inated, and  research  into  the  econom- 
ics of  our  procedures  continues.  It  may 
be  news  to  many  that  a  large  propor- 
tion of  life  insurance  is  issued  without 
medical  examination,  restricted  to 
younger  lives  and  smaller  amounts  of 
insurance.  While  non-medical,  as  we 
call  it,  has  been  practiced  for  some  35 
years  in  the  United  States  and  Canada, 
recent  years  have  witnessed  its  exten- 
sion to  more  companies  and  to  higher 
amounts  of  insurance  because  increased 
costs  of  medical  examinations  have 
made  this  extension  economically  prac- 
tical. The  study  of  underwriting  pro- 
cedures is  now  an  important  phase  of 
underwriting   research. 

Underwriting  is  both  a  science  and 
an  art — a  science  in  that  we  try  to 
establish  by  study  as  much  factual 
basis  as  possible,  arnd  an  art  since  much 
still  depends  on  the  underwriter's  judg- 
ment and  discretion.  The  elements  of 
a  broad  college  education  are  the  best 
initial  training,  in  my  opinion,  for  such 
a  career.  Then  the  life  insurance  indus- 
try and  individual  companies  offer  op- 
portunities and  direction  for  further 
education  and  training.  There  are  two 
underwriters'  organizations  which  give 
professional  standing  to  their  members, 
the  Home  Office  Life  Underwriters  As- 
sociation and  the  Institute  of  Home 
Office  Underwriters.  Between  them 
they  cover  almost  the  entire  life  insur- 
ance industry  of  the  United  States  and 
Canada.  Jointly  they  offer  courses  of 
study  and  examinations,  awarding  cer- 
tificates of  proficiency  to  the  success- 
ful candidates. 

UNDERWRITING  : 
SCIENCE   AND   ART 

And  now  a  most  important  item  to 
the  young  man  selecting  his  future  life 
work,  the  material  rewards  or  financial 
remuneration  it  offers.  To  the  ambi- 
tious man  there  is,  of  course,  the  ex- 
pectation of  reaching  the  top  ranks  in 
his  profession.  In  practically  every  life 
insurance  company  in  the  United 
States  and  Canada  underwriting  is  in 
the  hands  of  a  major  executive  official, 
usually  a  vice  president.  His  immediate 
assistants,  one  or  more  according  to 
the  size  of  the  company,  are  generally 
on  the  junior  executive  level.  There 
are  some  companies  where  the  under- 
writing executive  has  risen  to  the  presi- 
dency of  his  company. 

I  can  honestly  recommend  under- 
writing as  a  career  for  the  college 
graduate. 

*     *     * 


A 
Mark  of 
Character 


"I  like  to  employ  young 
men  who  own  some  life 
insurance,"  said  a  business 
executive  recently. 
"To  me,  it  is  a  mark  of 
character." 

Today  the  business  world 
is  looking  for  men  of  char- 
acter to  fill  the  important 
positions  in  its  ranks. 
Character  is  not  inherited, 
it  is  developed.  And  it  is 
evidenced  in  many  ways — 
in  a  man's  bearing,  his 
outlook,  his  sense  of  res- 
ponsibility, his  attitude 
towards  others. 

Universities  and  life 
insurance  companies  are, 
in  a  sense,  working  to  the 
same  ends.  University 
training  helps  develop 
character  in  men  and 
women.  Ownership  of  life 
insurance  helps  confirm  it. 

If  you  are  interested  in  the 
career  opportunities 
which  the  life  insurance 
business  offers  to  you — or 
if  you  wish  to  invest  per- 
sonally in  life  insurance — 
why  not  drop  us  a  note? 
Your  enquiries  are 
welcomed. 


THE  IMPERIAL  LIFE 

ASSURANCE  COMPANY  OF    CANADA 

Incorporated  1  896 

Head  Office:   Toronto,  Canada 
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ELECTRONIC 


APPLICATIONS 


BY  MALVIN  E.  DAVIS 


Vice  President  and  Chief  Actuary  of  Metropolitan  Life 
Insurance  Company.  Mr.  Davis  has  addressed  various 
groups  of  executives  on  the  use  of  electronic  equipment 
for  office  operations,  and  has  recently  returned  from  a 
circuit  of  such  addresses  in  Europe.  He  is  a  graduate 
of  Weslcyan  TJn  iversity. 


Giant  Brains,  Lightning  Calculators, 
Electronic  Computers,  Magnetic  Tape, 
and  Electronic  Data  Processing  Equip- 
ment are  all  expressions  that  have 
come  into  the  business  world  within 
the  past  ten  years  and  refer  to  a  new 
facility  for  performing  office  work 
that  is  revolutionizing  business  meth- 
ods. Such  equipment  is  expensive,  and 
hence  must  be  used  efficiently.  Its  great 
speed,  flexibility  and  capacity  make 
possible  the  bringing  together  of  vari- 
ous office  operations  that  under  older 
methods  were  separate  entities. 

The  advent  of  this  type  of  equip- 
ment creates  the  need  for  management 
and  supervisory  personnel  with  de- 
tailed knowledge  of  a  company's  office 
operations  over  a  much  broader  field 
than  has  been  necessary  in  the  past, 
coupled  with  an  intimate  familiarity 
with  the  best  manner  in  which  various 
types  of  electronic  equipment  can  be 
used.  Such  personnel  will  be  needed 
not  only  during  the  installation  of 
electronic  equipment  but  will  also  be 
needed  to  manage  and  supervise  its 
operations.  This  will  include  the  main- 
tenance of  the  efficiency  of  the  system 
by  devising  new  techniques  and  taking 
advantage  of  new  equipment  as  it  is 
developed  in  the  future.  The  growing 
use  of  this  type  of  equipment  is  con- 
sequently opening  up  a  much  wider 
field  in  office  management  and  super- 
vision for  college  graduates  interested 
in  business  administration. 

A  life  insurance  policy  is  a  contract 
that  usually  stays  in  force  for  many 
years.  During  its  lifetime,  the  insur- 
ance company  must  not  only  maintain 
records  for  the  billing  and  collecting 
of  premiums,  but  also  records  regard- 
ing the  status  of  privileges  available 
to  the  insured.  For  example,  the  in- 
sured may  borrow  against  his  policy  as 
security,  and  the  amount  of  loan,  to- 
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gether  with  the  interest  thereon  from 
year  to  year,  must  be  recorded.  Most 
policies  entitle  the  insured  to  receive 
an  equitable  share  of  the  company's 
distributable  surplus  each  year  in  the 
form  of  dividends,  and  each  of  these 
dividends  may  be  taken  in  one  of  sev- 
eral forms,  such  as  cash  or  as  an  addi- 
tion to  the  sum  insured.  Sufficient  rec- 
ords must  be  maintained  to  indicate 
the  amount  of  the  particular  dividends 
and  the  form  in  which  the  insured 
elected  to  receive  each  one.  Records 
must  also  indicate  any  supplementary 
benefits  that  a  policy  may  provide, 
such  as  benefits  for  total  disability  or 
for  accidental  death. 

In  addition  to  the  records  that  must 
be  maintained  on  each  policy  individ- 
ually, there  are  many  forms  of  records 
that  must  be  kept  in  summary  form 
for  groups  of  policies.  Management  of 
the  company  requires  numerous  studies 
covering  such  subjects  as  mortality, 
contract  termination  and  expense  in 
numerous  subdivisions.  Records  must 
be  kept  of  the  financial  status  of  the 
company  for  management  purposes 
and  to  meet  various  statutory  require- 
ments. All  of  this  work  requires  a  very 
substantial  amount  of  record  keeping. 

While  a  life  insurance  company  has 
in  its  home  office  organization  a  num- 
ber of  specialized  personnel  such  as 
actuaries,  investment  specialists,  law- 
yers, physicians  and  general  office  ad- 
ministrators, a  substantial  number  of 
home  office  personnel  is  engaged  in 
record-keeping    and    related   work. 

To  perforin  this  record-keeping  as 
efficiently  as  possible,  it  has  been  found 
advisable  in  the  past  to  organize  it  for 
routine  handling  and  to  subdivide  it 
into  small  steps  so  that  each  clerical 
employee  need  only  master  a  small 
portion  of  a  long  chain  of  procedure. 
This  decentralization  of  work  also  re- 


quires a  decentralization  of  the  rec- 
ords themselves.  As  a  result,  clerical 
employees  and  their  first  line  super- 
visors have  become  specialists  on  ;i 
phase  of  the  operation  of  limited 
scope.  Thus,  the  number  of  persons 
who  have  a  full  grasp  of  the  scope  of 
the  entire  operation  has  become  fewer. 

The  advent  of  electronic  equipment 
whereby  instructions  can  be  placed  on 
magnetic  tape  ami  remembered  per- 
fectly is  leading  to  a  complete  reversal 
of  this  past  trend  of  decentralization  of 
work  and  records.  To  use  electronic 
equipment  effectively,  work  is  best 
done  not  in  small  separated  pieces  but 
consolidated  so  that  as  much  as  pos- 
sible of  the  whole  job  can  be  done  at 
one  place  and  at  one  time.  This  re- 
versal of  the  decentralization  trend  has 
important  implications  for  manage- 
ment personnel  in  that  it  will  increase 
the  number  of  persons  who  will  have 
to  deal  with  the  complexities  of  opera- 
tion over  a  wide  range  of  work. 

While  the  persons  who  develop  pro- 
cedures to  be  used  in  electronic  data 
processing  equipment  or  who  manage 
office  operations  which  involve  such 
equipment  need  not  be  electronic  engi- 
neers capable  of  building  or  repairing 
such  equipment,  they  must  have  some 
knowledge  of  the  nature  of  such  equip- 
ment and  be  well-acquainted  with  its 
capabilities. 

Quite  naturally  they  will  first  be  im- 
pressed with  its  speed  of  operation. 
Individual  steps  are  taken  in  mil- 
lionths  of  a  second  and  total  opera- 
tions which  formerly  required  several 
days  for  manual  work,  or  hours  of 
time  for  non-electronic  machines,  now 
are  accomplished  in  a  few  minutes. 

The  basic  electronic  elements  which 
permit  these  high  speed  operations  are 
not  hampered  by  the  inertia  of  mechan- 
ical parts   nor  the  lethargy   of  mental 
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reflexes  but  act  with  the  lightning 
speed  of  electrical  currents.  These  ele- 
ments consist  of  vacuum  tubes,  tran- 
sistors, magnetic  coils,  which  control 
the  invisible  electron  flow  through 
miles  of  interconnecting'  wires,  and 
means  of  holding  coded  information 
in  instantaneous  availability.  The  cen- 
tral device  is  an  intricate  computing 
unit  capable  of  performing  the  four 
fundamental  operations  of  arithmetic 
and  some  operations  of  logic.  As  a  pri- 
mary adjunct,  an  electronic  control 
Unit  directs  the  computer  to  move  from 
step  to  step,  operation  to  operation 
and  from  job  to  job,  uninterruptedly 
and  without   human   intervention. 

Rapid  operations  call  for  rapid 
methods  for  supplying  information 
and  rapid  methods  for  accepting  the 
results  and  returning  them  to  the  hu- 
man world.  Long  reels  of  tape  on 
which  tiny  spots  are  either  magnetized 
or  left  unmagnetized  according  to  a 
code  understandable  to  the  device  pro- 
vide this  rapid  access  to  and  from  the 
machines.  Other  units  convert  this 
invisible  code  of  magnetized  spots  into 
readable  print  at  amazing  speeds. 

Untiring  speed  is  not  the  sole  virtue 
of  these  devices.  They  will  handle  a 
diversity  of  problems  without  change 
in  the  basic  components  of  the  com- 
puter. Once  given  a  program  of  in- 
struction, the  control  unit  will  lead 
the  computer  through  a  long  complex 
trail  of  operations  over  and  over  again, 
never  forgetting  a  step,  never  failing 
to  recognize  an  unusual  circumstance 
and  with  an  accuracy  beyond  human 
ability. 

These  devices  are  a  wonder  of  our 
age,  and  while  many  fanciful  tales 
have  been  woven  about  them,  they  fall 
far  short  of  replacing  the  human  brain. 
Instead,  they  are  the  product  of  a  hu- 
man brain  and  require  a  human  brain 
to  organize  and  direct:  the  operations 
which  they  can  accomplish  so  rapidly. 
Their  chief  value  lies  in  their  ability 
to  perform  old  tasks  more  rapidly  and 
more    economically,    and    to    perform 


new  tasks  that  could  not  previously  be 
done. 

Life  insurance  companies,  together 
with  many  other  industries,  are  aware 
of  the  potentialities  of  electronic 
equipment.  It  is  so  new,  and  in  such 
an  early  stage  in  its  development,  that 
we  must  expect  to  have  improved 
forms  of  ecjuipment  becoming  avail- 
able for  many  years.  Life  insurance  is 
a  highly  competitive  business  and 
efficiency  of  operation  is  a  major  fac- 
tor in  meeting  competitive  costs  and 
competitive  services.  As  improved 
electronic  equipment  becomes  available 
and  as  new  techniques  in  its  use  are 
developed,  procedures  must  be  re- 
viewed continually  to  maintain  a  high 
level  of  efficiency. 

Companies  differ  considerably  in 
size,  geographical  areas  served,  pattern 
of  organization,  plans  of  insurance 
offered  and  other  factors.  This  may 
well  mean  that  a  system  of  electronic 
equipment  which  is  the  most  efficient 
for  one  company  is  not  the  most  effi- 
cient for  another.  Develoinnent  of  the 
best  system  for  a  particular  company 
therefore  calls  for  management  and 
supervisory  personnel  with  a  broad 
and  detailed  knowledge  of  office  opera- 
tions, as  well  as  thorough  familiarity 
with  the  capabilities  of  different  types 
of  electronic  equipment. 

A  knowledge  of  the  nature  of  the 
operations  of  the  particular  company 
is  a  prerequisite  to  any  selection  of 
equipment. 

The  ability  to  analyze  critically  is 
obviously  essential  for  one  to  succeed 
in  this  work.  Fundamental  operations 
must  be  broken  down  into  their  com- 
ponent parts  and  each  examined  in 
turn  so  as  to  judge  its  necessity.  If 
the  operation  is  considered  essential, 
then  thought  must  be  given  to  how  it 
may  be  best  accomplished  with  the  new 
techniques.  The  ability  to  think  crea- 
tively is  also  indispensable.  By  its  very 
nature,  the  work  continually  involves 
the  exploration  of  new  fields  and  the 
devising  of  new  attacks  on  old  prob- 


lems. There  are  few  traveled  roads  to 
follow,  and  a  great  deal  of  ingenuity 
is  called  for. 

A  keen  sense  of  human  values  is 
necessary  to  achieve  leadership  in  the 
adaptation  of  electronic  equipment  to 
life  insurance  operations.  Human  be- 
ings are  more  important  than  machines 
and  they  should  not  be  treated  as 
chessmen.  Changes  in  procedures  mean 
changes  in  work  assignments,  and  en- 
lightened business  management  re- 
quires that  such  changes  be  accom- 
plished without  loss  to  any  individual 
Avhether  it  be  financially  or  in  his  sense 
of  dignity. 

The  application  of  electronic  equip- 
ment to  life  insurance  operations  offers 
a  rewarding  opportunity  to  the  college 
graduate  who  has  the  basic  qualities 
of  mind  and  personality  needed  for 
success  in  this  field  and  who  has  ac- 
quired an  adequate  fundamental 
knowledge  of  his  company. 

Many  of  the  key  persons  in  the  cur- 
rent studies  dealing  with  the  transi- 
tion of  their  company's  operations  to 
electronic  equipment  are  actuaries. 
They  have  had  the  opportunity  through 
their  employment  to  become  not  only 
well-versed  in  the  actual  procedures 
being  followed  in  the  various  operating 
units  of  the  company,  but  to  acquire  a 
knowledge  of  the  reasons  why  these 
procedures  are  being  followed  and  the 
ultimate  uses  of  the  end  products. 
Their  actuarial  training  has  also  fitted 
them  to  make  careful  analyses  of  com- 
plex procedures  as  adapted  to  one  type 
of  equipment  and  from  this  to  devise 
parallel  procedures  adapted  to  a  dif- 
ferent type  of  equipment. 

While  it  is  not  necessary  for  a  per- 
son entering  the  Held  to  obtain  his 
knowledge  of  life  insurance  office  op- 
erations by  being  employed  in  the  ac- 
tuarial department  of  a  company  and 
preparing  himself  for  examinations  of 
the  Society  of  Actuaries,  he  may  well 
find  that  this  is  an  excellent  way  to  ob- 
tain the  necessary  •  comprehensive 
knowledge  of  a  company's  operations. 


An  electronic  data  processing  machine  installation  with  the  ability  to  make 
"logical"  decisions  from  its  vast  memory  in  milliontlis  of  a  second. 
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There's  a  lot  of 
SATISFACTION 
in  this  kind  of 
SERVICE 


Nothing  gives  more  satisfaction  to 
a  man  than  the  knowledge  that  in 
his  work  he  is  providing  a  real  and 
important  service  to  his  fellow  cit- 
izens. 

That's  one  reason  why  life  insur- 
ance is  such  a  satisfying  kind  of 
career. 

Whether  you  are  associated  with 
selling,  actuarial  work,  investment 
or  any  of  the  other  branches  of  this 
versatile  profession,  you  can  take 
genuine  pride  in  knowing  you  have 
helped  make  life  secure  and  com- 
fortable for  widows  and  children, 
helped  to  provide  education  for 
many  young  people,  enabled  many 
older  people  to  retire  free  from  fi- 
nancial worries. 

Of  course  income  is  an  important 
consideration — and  it  has  been  said 
that  life  insurance  selling  is  "the 
best  paid  hard  work  in  the  world"! 

In  addition  to  a  good  income  and 
the  satisfaction  of  service,  a  career 
in  life  insurance  selling  offers  you 
all  these  worthwhile  advantages  .  .  . 

Freedom  of  action,  with  help  and 
direction  where  necessary  .  .  . 

An  opportunity  to  select  the  people 
with  whom  you  do  business  .  .  . 

No  age  limit  or  forced  retirement. 

No  salary  ceiling. 

If  you  think  you  would  like  to  know 
more  about  a  very  stimulating  and 
rewarding  career  in  life  insurance 
selling  or  any  other  branch  of  life 
insurance  work  we  invite  you  to 
write  to: 


NORTH 

AMERICAN 

LIFE 

ASSURANCE 

COMPANY 

a  mutual  company  with  75  years 
of  service  to  policyowners 

HEAD  OFFICE: 

TORONTO,  CANADA 


OFFERING  ALL  TYPES  OF 

Personal  Life  Insurance 
Group  Insurance 
Annuities 

Accident  and  Sickness 
Hospitalization  Plans 


BANKERS 


COMPANY 

DES    MOINES,     IOWA 


LICENSED  IN  ALL  48  STATES 


THE    MD 


IN    INSURANCE 


BY  HAREY  DJNGMAN,  MD 


1 
I 


•— 3~ 


Vice  President  of  Continental  Assurance  Company.  Br. 
Dingman  served  as  medical  representative  for  24  life 
insurance  companies  in  Detroit  while  carrying  on  his 
own  practice  there.  He  is  the  author  of  several  boolcs 
dealing  with  insurability  and  risk  appraisal,  and  is 
a  graduate  of  the  University  of  Toronto. 


These  remarks  are  for  senior  medi- 
cal students,  hospital  internes,  and 
hospital  residents.  They  are  a  sales 
message  and,  as  you  know,  a  sales  ap- 
proach should  never  be  made  nega- 
tively. Let's  break  that  axiom. 

Most  of  you  should  give  no  serious 
thought  to  insurance  medicine  as  a  ca- 
reer. You  are  not  adapted.  You  are  too 
idealistic,  too  individualistic.  Indeed  it 
is  because  of  those  qualities  that  you 
are  studying  medicine.  Myself,  when 
young,  said  to  an  uncle,  a  physician : 
"I  propose  to  be  my  own  boss  even  if 
that  means  a  one  man  grocery  store  at 
a  country  crossroads."  As  if  anyone 
can  live  to  himself  alone !  Years  later  I 
dreamed  he  said  to  me :  "I  have  now 
and  then  reflected  on  your  comment 
when  a  hospital  intern  about  a  coun- 
try store.  I'm  not  sure  but  that  was  a 
good  idea.  Perha2^s  that  is  where  you 
should  be." 

Truth  is,  of  course,  that  few  men 
have  more  bosses  than  a  doctor.  If  he 
has  one  hundred  patients  he  has  one 
hundred  bosses.  He  must  satisfy  each 
and  every  one  of  them  at  each  and 
every  service.  Otherwise  each  and  ev- 
ery one  of  them  may  exercise  his  priv- 
ilege to  seek  another  physician  who  is 
better  informed  or  more  sympathetic, 
or  something.  There  is  no  continuing 
contract  between  physician  and  client. 
Relationship  terminates  at  every  con- 
tact. 

Insurance  medicine  might  well  be 
called  prognostic  medicine.  There  is 
this  important  difference  in  insurance 
and  clinical  appraisals.  The  family  doc- 
tor stresses  the  short  range  future. 
The  insurance  doctor  the  long  range. 
The  patient  asks  if  he  will  get  well, 
when,  and  what  about  recurrence.  The 
practicing  physician  often  dodges  an- 
swering  these   questions   as   indeed   he 


should.  The  individual  is  unpredictable. 
(Aren't  we  all?  Even  you.  Even  me. 
I  mean  I.  Or  do  1?)  The  insurance 
company  asks  its  physician  what 
will  happen  in  one  thousand  such  in- 
dividuals if  accepted  for  liability  in 
$1000  units  at  this  or  that  rate.  The 
insurance  doctor  is  guided  in  large 
part  by  the  Commissioners  Mortality 
Table  that  tells  him  that  five  of  one 
thousand  presumably  healthy  persons 
at  age  36  will  die  within  a  year,  10  at 
age  47,  18  at  age  60,  27  at  age  70. 
Why?  Auto  accident.  Drowning.  Pneu- 
monia. Virus  infection.  A  lot  of  un- 
expected things  that  are  unforeseeable. 

History  taking  is  important  in  clini- 
cal practice.  No  less  so  in  insurance 
medicine.  And  again  an  important  dif- 
ference. The  patient  often  maximizes 
his  complaints.  He  wants  his  doctor  to 
realize  how  sick  he  is,  how  much  he 
suffers,  how  pooh-ed  he  is.  The  ap- 
plicant for  insurance  tends  to  discount 
any  ailment  he  has  had.  "I'll  tell  you 
something,  doctor.  I  ain't  never  had 
nothing,  no  time.  Not  no  how."  Which 
explains  why  a  good  medical  examiner 
must  be  a  good  cross-examiner.  He 
should  view  his  examination  appoint- 
ment as  a  possible  battle  of  wits.  "My 
examinee  may  be  smart,  plenty  smart, 
but  he's  not  smart  enough  to  deceive 
me." 

Incidentally,  the  medical  examiner 
gets  a  $7.50  fee  for  an  insurance  ex- 
amination. The  average  recompense 
for  an  office  call,  or  even  a  house  visit, 
is  not  over  $5.00.  Average  I  said.  Less 
than  that  if  discount  is  made  for  time 
spent  on  charity  and  deadbeats. 

History  taking  is  supplemented  by 
physical  examination  and  by  such  fac- 
tors as  habits,  habitat  and  heredity, 
environment,  finances,  occupation  and 
racial   background.    The   problems   are 


diverse,  oftentimes  intricate  and  diffi- 
cult, interesting  as  all-get-out,  with 
good  judgment  the  appraisal  determi- 
nant if  adequate  experience  has  not 
yet  accumulated  on  the  current  issue.  J 
Important  as  medical  training  is,  basic 
common  sense  is  more  so. 

Medical  and  physical  impairments 
constitute  the  majority  of  individual 
underwriting  problems.  Some,  like 
weight  and  the  simpler  heart  murmur 
cases,  can  be  classified  safely  and  are 
handled  by  skilled  lay  underwriters. 
Which  leaves  more  time  to  home  office 
medical  directors  for  serious  impair- 
ments and  administrative  work.  He 
who  becomes  a  medical  director  must 
choose  early  in  his  career — or  the  com-  J 
pany  will  decide  for  him — whether  he 
Avill  be  an  insurance  executive  or  a 
medical  consultant  who  leaves  admin- 
istrative duties  to  someone  with  more 
of  a  business  point  of  view. 

Let  us  consider  now  the  pro  and  con 
phases  of  being  a  medical  director. 
This  article  being  a  negative  sales  pres- 
entation, the  cons  come  first. 

Most  of  you  do  not  qualify.  You  are 
not  practical  enough.  Your  ideals  and 
individualisms  control  you.  You  are 
dogmatic.  With  100  clinical  cases  you 
may  have  consultation  on  five.  With 
100  insurance  files  there  may  be  50 
interoffice  conferences.  Please  do  not 
take  this  as  adverse  criticism.  I  like 
your  basic  integrity  more  now  than 
when  I  was  a  practicing  physician.  I 
see  you  objectively.  In  my  book  physi- 
cians and  insurance  agents  do  more 
for  humanity  than  any  other  voca- 
tional group.  Not  forgetting  the  clergy. 

In  insurance  you  do  not  heal  the 
sick.  With  many  of  you,  perhaps  most 
of  you,  that  has  been  a  driving  im- 
pulse since  teen  age.  It  is  admirable. 
Don't  give  it  up  unless,  unaccountably 
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Prognostic  Medicine — "1  ain't  never  had  nothing  wrong  with  me,  no  time,  no  how 


perhaps,  you  find  yourselves  not 
adapted  to  clinical  or  research  medi- 
cine. 

You  will  have  a  boss  in  insurance,  a 
boss,  a  senior  executive  to  whom  you 
are  accountable.  It  is  just  as  important 
for  you  to  choose  him  as  for  him  to 
choose  you.  Inquire  carefully  about 
him.  Clashes  of  personality  are  far 
from  unknown  in  corporations.  Meet 
him  personally  and  discuss  your  com- 
mon points  of  view  out  of  the  office  as 
well  as  in.  If  he  is  elderly  and  due 
for  early  retirement,  make  similar  ap- 
praisal of  the  man  who  will  succeed 
him.  Interoffice  relationship  can  make 
you  or  break  you. 

Now  let  us  consider  the  pro  factors 
if  you  become  a  medical  director. 

The  job  is  just  as  idealistic  as  that 
of  a  practicing  physician.  You  make 
it  possible,  through  the  agent,  to  give 
economic  protection  to  the  man  who 
wishes  to  protect  his  wife  and  chil- 
dren if  and  when  they  become  widow 
and  orphans. 

Meanwhile  protection  to  your  own 
wife  and  children  is  assured.  You 
start  at  $8,000  to  $10,000  a  year  and 
advance  in  salary  according  to  merit. 
And  remember  this.  No  overhead.  No 
equipment  to  buy.  No  automobile  un- 


less you  want  it  for  pleasure.  No  rent 
to  pay.  No  telephone.  No  salary  for 
an  office  assistant.  No  business  debts. 
No  bad  accounts  to  write  off. 

A  forty  hour  week  gives  you  your 
evenings  and  weekends  for  leisure  and 
for  study.  If  you  don't  invest  twenty 
hours  for  study  and  self-improve- 
ment you  cheat  yourself.  You  get  two 
weeks'  vacation  with  full  pay.  And  no 
continued  office  expense.  After  a  few 
years  of  service  the  two  weeks  in- 
crease to  three,  and  then  to  four. 

You  attend  conventions  at  company 
expense.  Invariably  these  are  at  the 
best  hotels  and  resorts  in  the  country. 
You  pay  nothing  out  of  your  own 
pocket  not  even  for  meals  deluxe  with 
occasional  cocktails  between  times.  Ask 
some  practicing  physician  or  surgeon 
what  it  costs  him  to  go  to  an  A.M. A. 
convention  in  San  Francisco  or  New 
Orleans  or  Atlantic  City,  not  only  in 
output  of  money  but  also  in  intake  that 
he  doesn't  get  when  absent  from  his 
office. 

Pension  is  yours  when  you  retire. 
Even  if  you  become  a  lazy  mediocrity 
— a  hazard  of  the  job — your  knowledge 
of  the  principles  of  insurability  and 
the  peculiarities  and  potentialities  of 
your  agents,  ensures  the  tenure  of  your 


job,  if  you  keep  your  nose  clean. 

Fringe  benefits  come  to  you.  Sick 
time  off  with  no  decrease  in  income. 
Group  insurance  and  accident  and  sick- 
ness coverage  at  wholesale,  many  com- 
panies sharing  the  cost  with  you. 

Investment  confreres  are  glad  to  ad- 
vise you  on  building  your  personal 
estate,  what  securities  to  buy,  what  to 
avoid.  (When  I  was  a  practitioner  I 
bought  some  dillies.  My  investment  ad- 
vices were  not  dependable.  Now  they 
are.)  The  mortgage  department  will 
steer  you  if  you  buy  or  build  a  house. 
Their  practical  appraisals  will  offset 
the  exuberant  optimism  of  a  real  estate 
salesman.  Lawyers  in  your  company 
will  confer  with  you  on  the  taxes  you 
pay,  the  will  you  should  make,  and 
any  other  legal  problems  that  may 
arise.  Your  clinical  associate  pays 
money  aplenty  for  these  services  and 
may  lose  unhappily  if  he  doesn't  ob- 
tain them. 

It  has  been  nice  visiting  with  you. 
Insurance  medicine  is  a  delightful  spe- 
cialty for  a  minority  of  us.  The  same 
can  be  said  of  obstetrics,  pediatrics 
and  other  classes.  Most  of  you  will 
continue  into  clinical  practice  in  one 
domain  or  another.  As  indeed  you 
should.  Good  luck  to  you  all ! 
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President  of  the  Provident  Mutual  Life  Insurance  Com- 
pany. A  graduate,  cum  laude,  of  the  University  of  Colo- 
rado and  Colorado  Law  School,  Mr.  Bradshaw  is  a 
member  of  the  American  Bar  Association.  Me  is  a 
prominent  civic  leader  in  Philadelphia  and  has  headed 
several  charity  drives  there. 


The  greater  part  of  my  business  life 
has  been  spent  as  a  member  of  the  law 
department  of  a  life  insurance  com- 
pany. The  experience  has  been  a  hap- 
py and  satisfying'  one.  Therefore,  the 
reader  should  be  warned  that  the  au- 
thor, in  presenting  this  case,  is  a 
prejudiced  witness. 

To  the  uninitiated,  the  work  of  the 
life  insurance  company  lawyer  might 
seem  a  comparatively  narrow  specialty. 
Actually  the  problems  confronting 
home  office  counsel  are  quite  diversi- 
fied. This  is  true  because  the  life  in- 
surance business  is  complex,  and  it  is 
the  nature  of  the  lawyer's  work  that 
he  must,  perforce,  become  familiar 
with  all  aspects  of  the  business.  Of 
course,  the  degree  of  specialization  will 
vary  with  the  size  of  the  company  and 
the  consequent  size  of  the  legal  staff 
(as  would  be  true  in  the  case  of  a  law 
firm  engaging  in  general  practice). 
But  it  is  undoubtedly  true  that  the 
members  of  the  legal  staff  are  in  a 
peculiarly  good  position  to  study  and 
learn  about  the  "how"  and  "why"  of 
all  phases  of  the  business  and  thus  to 
progress  into  important  roles  in  the 
formulation  of  the  company's  general 
business   policies   and   procedures. 

Limitations  of  space  will  permit  of 
only  brief  descriptions  of  a  few  as- 
pects of  law  department  work. 

The  typical  life  insurance  company 
issues  a  wide  variety  of  insurance  con- 
tracts, including  individual  term,  life, 
endowment  and  annuity  contracts  and, 
in  many  companies,  accident  and 
health  coverages  and  group  insurances 
of  various  kinds.  New  types  of  policies 
are  frequently  introduced  to  meet  the 
new  and  changing  needs  of  the  public. 

While  procedures  may  vary  between 
companies,  it  is  usually  the  actuary 
who  decides  upon  the  general  structure 
and    content    of    the    contract,    after 


which  its  exact  language  is  worked  out 
through  the  cooperative  efforts  of  the 
actuary  and  the  lawyer. 

These  contracts  must  be  drafted  with 
meticulous  care,  so  that  both  the  com- 
pany and  the  purchaser  will  be  prop- 
erly protected.  In  many  of  their  de- 
tails, the  terms  of  the  contracts  are 
regulated  by  state  laws.  It  is  a  well- 
known  rule  of  law  that  if  there  is  an 
ambiguity  in  the  language  of  the  con- 
tract, such  ambiguity  must  be  con- 
strued "against  the  company."  There- 
fore, in  order  to  protect  against  claims 
for  coverage  greater  than  intended  and 
justified  by  the  premium  rate,  a  care- 
ful legal  analysis  must  be  given  to  the 
language  of  the  contract.  (As  the  stu- 
dent of  insurance  will  appreciate, 
"protecting  the  company"  against  un- 
fair claims  really  means  protecting  all 
the  policyholders  against  unfair  pre- 
ferment of  one  policyholder.) 

At  the  same  time,  the  lawyer  should 
keep  constantly  in  mind  the  interests 
of  the  policyholder;  complete  fairness, 
clarity,  common  sense  and  an  aware- 
ness of  good  public  relations  are  neces- 
sary ingredients  of  this  work.  Obvious- 
ly, to  do  the  job  effectively,  the  lawyer 
must  have  a  good  knowledge  of  the 
statutory  law  governing  insurance  con- 
tracts plus  familiarity  with  the  "case 
law"  developed  by  the  courts  in  con- 
struing them. 

I  suspect  there  are  some  who  visu- 
alize the  law  department  of  a  life  in- 
surance company  as  devoting  the  prin- 
cipal part  of  its  time  to  resisting  pay- 
ment of  insurance  claims.  Fortunately, 
this  is  far  from  correct. 

In  relation  to  the  great  number  of 
claims  incurred  each  year,  the  per- 
centage involving  any  dispute  is  re- 
markably low.  It  is  inevitable,  however, 
that  in  a  certain  small  percentage  of 
claims   the    company,    after   investiga- 


tion, will  find  it  necessary  to  deny 
liability.  Typical  examples  would  be 
those  involving  fraud,  or  a  dispute  as 
to  the  actual  existence  of  disability,  or 
(rarely  now,  but  not  so  rare  in  the 
1930's)  a  death  claim  based  upon  an 
alleged  "disappearance"  of  the  insured 
person. 

The  actual  time  spent  by  an  in- 
dividual lawyer  on  disputed  claims 
would  largely  depend  on.  the  size  of 
the  insurance  company.  In  a  very  large 
company,  despite  the  low  percentage 
of  disputes,  these  matters  could  con- 
sume the  full  time  of  one  or  more 
members  of  the  legal  staff.  In  a  smaller 
company,  it  is  unlikely  that  a  great 
part  of  even  one  lawyer's  time  woidd 
normally  be  required.  Of  course,  eco- 
nomic conditions  have  some  effect  on 
the  volume  of  disputed  claims.  This  is 
particularly  noticeable  in  connection 
with  disability  claims,  as  evidenced  by 
the  comparatively  high  ratio  of  ques- 
tionable claims  during  the  1930's. 

The  home  office  lawyer's  role  in  these 
claim  matters  requires  him  to  apply 
both  his  legal  knowledge  and  his  sense 
of  business  judgment  and  public  rela- 
tions. When  presented  with  a  possible 
disputed  claim,  he  suggests  or  directs 
such  further  investigation  of  the  facts 
as  seems  warranted ;  then  he  investi- 
gates the  statutory  and  case  law  as  it 
may  apply  to  the  facts;  then — and  this 
is  important — he  calls  upon  his  com- 
mon sense  and  his  awareness  of  public 
relations  to  determine  whether,  as  a 
practical  matter,  and  despite  the  tech- 
nical soundness  of  the  company's  legal 
position,  the  claim  should  be  paid, 
compromised  or  litigated. 

Life  insurance  companies  conduct 
business  in  all  parts  of  the  country. 
Therefore,  it  is  not  usually  feasible 
that  the  home  office  legal  staff  should 
undertake  actually  to  conduct  the  trials 
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Wo,  no,  Roberts — I'm  afraid  you  don't  understand  what  Provident  Mutual  means  by  'aggressive'!" 


Provident  Mutual  aggressiveness  is  of  a  very  different  sort. 
We  wrestle  —  not  with  our  clients  —  but  with  the  prob- 
lems of  serving  the  executive  insurance  buyer.  To  keep  pace 
with  the  starched-collar  market  requires  new  men  and  new 
ideas  —  both  of  superior  caliber. 

A  sales  career  with  Provident  Mutual  is  the  result  of 
pin-point  personnel  selection.  The  Company's  standing  in 
a  dynamic  business  has  been  achieved  by  matching  the  right 


man  to  the  right  opportunity.  These  right  opportunities 
exist  for  some  men  currently  being  graduated  from  college. 
Provident  Mutual  does  not  need  "a  man  with  experience." 
It  does  need  a  man  with  enough  ability  and  imagination  to 
spark  a  career  in  one  of  the  most  absorbing  of  today's 
modern  businesses. 

If  you  would  like  to  talk  with  us,  please  write  to  Lewis 
C.  Sprague,  Vice  President,  4601  Market  St.,  Phila.  1,  Pa. 


Provident  Mutual 


Life  Insurance  Company  of  Philadelphia 


of  its  litigated  eases.  The  home  office 
lawyer  selects,  for  this  purpose,  a  law- 
yer practicing  in  the  locality  where  the 
trial  will  take  place.  However,  the 
home  office  lawyer  will  work  closely 
with  the  trial  lawyer,  preparing  pre- 
liminary memoranda  of  the  facts  and 
the  case  and  statutory  law,  reviewing 
pleadings,  and,  where  feasible,  attend- 
ing the  actual  trial. 

The  extent  to  which  the  home  office 
legal  staff  participates  in  investment 
transactions  will  vary  among  compa- 
nies. This  is  true  both  as  to  real  estate 
and  mortgages  and  investments  in 
stocks  and  bonds. 

With  respect  to  real  estate  and 
mortgages,  in  some  companies  the  legal 
staff  participates  actively  in  such  mat- 
ters as  title  examination,  drafting  of 
deeds,  mortgages  and  other  documents, 
and  mortgage  foreclosures.  In  other 
companies,  these  activities  are  handled 
by  members  of  the  investment  depart- 
ment and  local  attorneys,  the  law  de- 
partment acting  primarily  in  an  ad- 
visory capacity. 

As  to  investments  in  bonds  and  other 
securities,  one  of  the  most  likely  activ- 
ities in  which  the  home  office  legal  staff 
might  participate  would  be  in  connec- 
tion with  so-called  "direct  placement" 
loans.  This  is  the  type  of  loan  which  is 
placed,  in  its  entirety,  with  one  or  a 
comparatively  few  life  insurance  com- 
panies, as  distinguished  from  a  loan 
represented  by  bonds  or  debentures 
sold  to  the  public  in  general. 

In  some  companies,  the  volume  of 
"direct  placements"  might  be  sufficient 
to  justify  the  employment  of  one  or 
more  home  office  attorneys  who  are 
specialists  in  drafting  loan  indentures 
and  handling  other  legal  details  in  the 
actual  consummation  of  the  loan.  In 
others,  the  volume  might  be  insufficient 
to  justify  this  expense,  and  such  mat- 
ters would  be  referred  to  outside  attor- 
neys specially  employed  for  the  partic- 
ular transaction. 

Whichever  method  may  be  used  for 
handling  individual  transactions,  how- 
ever, the  legal  staff  must  of  necessity 
keej)  in  close  and  active  touch  with  the 
company's  investment  program.  The 
statutes  of  the  several  states  set  forth 
detailed  rules  governing  the  types  of 
investments  that  life  insurance  com- 
panies may  buy.  All  investments  must 
be  tested  in  the  light  of  these  statutes. 
Frequently  complex  situations  arise. 
To  cite  only  one  example,  in  many 
real  estate  investments,  legality  must 
be  tested  under  the  laws  of  two  states, 
i.e.,  the  state  of  the  company's  domicile 
and  the  state  where  the  property  is 
located. 

Moreover,  the  investment  field  is  a 
dynamic  one;  ingenious  lending  officers 
and    borrowers    are    constantly    devis- 


ing new  types  of  investments  to  meet 
changed  conditions  in  the  economy. 
These  present  new  and  interesting 
problems  for  the  legal  staff,  whose  duty 
it  will  be  to  determine  the  legality  of 
the  transaction  and  the  form  in  which 
it  must  be  developed  in  order  to  meet 
statutory  requirements. 

In  many  instances,  the  desirability 
of  an  investment,  or  the  form  in  which 
it  should  be  made,  will  depend  upon  a 
thorough  analysis  of  the  tax  results 
flowing  from  the  transaction — another 
job  for  the  lawyer. 

The  lawyer's  close  contact  with  in- 
vestments provides  still  another  oppor- 
tunity to  transfer  into  a  position  out- 
side the  law  department,  if  such  be  his 
natural  bent  and  desire. 

A  life  insurance  company  is  sub- 
jected to  extensive  and  detailed  regu- 
lation by  the  state  insurance  depart- 
ments and  by  the  statutes  of  the  states 
in  which  the  company  may  do  business. 

Every  insurance  contract  issued  by 
the  company  must  be  submitted  to  the 
state  insurance  departments  for  ap- 
proval. All  phases  of  the  business  are 
subjected  to  periodic  examination  by 
the  state  insurance  commissioners.  In 
many  companies  the  responsibility  for 
maintaining  relationships  with  the  in- 
surance departments,  particularly  with 
respect  to  the  approval  of  contracts 
and  compliance  with  regulatory  rul- 
ings, is  assigned  to  the  law  depart- 
ment. 

Then  too,  the  lawyers  must  keep  a 
watchful  eye  on  a  great  volume  of 
legislative  proposals  in  the  various 
state  legislatures,  encouraging  passage 
of  those  which  are  beneficial  to  the 
companies  and  their  policyholders  and 
opposing  those  that  would  be  unduly 
restrictive  or  injurious. 

Likewise,  but  perhaps  to  a  lesser 
degree,  the  attention  of  the  law  depart- 
ment must  be  focused  on  a  great  vari- 
ety of  federal  administrative  rulings 
and  congressional  enactments,  includ- 
ing those  actually  in  effect  and  those 
under  consideration  for  future  enact- 
ment. 

The  experience  gained  and  the  ac- 
quaintances made  through  these  gov- 
ernmental and  legislative  activities  can 
be  most  pleasant  and  stimulating.  The 
members  of  the  legal  staff  are  in  the 
fortunate  position  of  being  the  ones 
most  likely  to  be  delegated  the  respon- 
sibility of  representing  the  company 
in  this  interesting  and  important  work. 

Yes,  we  have  to  wrestle  with  the  dis- 
tasteful subject  of  taxes  in  our  busi- 
ness, too !  Federal  income  taxes,  state 
premium  and  privilege  taxes,  count- 
less varieties  of  local  licenses,  social 
security  taxes  on  employees'  salaries 
and  agents'  commissions — these  and 
many  other  tax  problems  demand  the 


careful  attention  of  the  law  depart- 
ment. 

It  is  often  said  that  the  "lifeblood" 
of  a  life  insurance  company  is  its  sales 
organization — the  men  and  women  who 
represent  it  throughout  the  country  in 
selling  its  product  to  the  public.  I  sub- 
scribe to  that  statement. 

The  home  office  lawyer  has  great 
opportunity  to  help  the  agents  in  their 
sales  processes  and  to  help  both  the 
agents  and  their  clients  in  selection  of 
insurance  programs  best  suited  to  the 
clients'  needs. 

For  example,  life  insurance  is  of  tre- 
mendous importance  in  the  planning 
of  an  individual's  estate,  in  making 
provision  for  the  payment  of  estate 
taxes,  in  providing  for  the  future  as- 
sured support  of  an  individual's  wife 
or  other  dependents.  Likewise,  it  is  an 
effective  means  of  securing  indebted- 
ness, or  protecting  a  business  from 
forced  liquidation  at  the  death  of  a 
partner  or  principal  stockholder.  It  is 
an  efficient  vehicle  for  providing  future 
pension  or  dependents'  benefits  at  the 
retirement  or  death  of  an  employee. 

The  use  of  life  insurance  in  these 
and  many  other  situations  demands  an 
analysis  and  understanding  of  a  great 
variety  of  tax  rulings,  rules  of  prop- 
erty law  and  other  legal  principles. 

The  lawyer,  in  giving  assistance  to 
agents,  their  clients  and  the  clients' 
personal  attorneys  in  planning  the  uses 
of  life  insurance,  encounters  legal 
problems  that  are  interesting  and  wide 
in  their  scope. 


As  I  have  said,  I  am  somewhat 
prejudiced  in  favor  of  the  importance 
of  the  company  lawyer  and  the  oppor- 
tunity he  has,  because  of  his  contact 
with  all  phases  of  the  business,  to 
grow  in  his  job  and  participate  in 
management  affairs. 

But  I  would  not  want  to  oversell  the 
case.  Facetiously,  it  can  be  proved  that 
the  mail  room  is  the  most  essential 
division  of  the  company,  because  if  the 
daily  mail  were  not  opened  and  dis- 
tributed, then  the  company  would  soon 
be  out  of  business. 

All  departments  of  the  company, 
and  all  their  functions,  are  important. 
In  every  department,  whether  it  be  ac- 
counting, actuarial,  administrative,  in- 
vestment, sales,  underwriting — or  law 
— opportunity  exists  for  the  fellow 
who  is  intelligent,  willing  to  serve  his 
apprenticeship  and  capable  of  acceiat- 
ing  responsibility,  because  he  is  part 
of  a  respected  business  of  utmost  im- 
portance to  the  economic  and  social 
welfare  of  the  nation. 

So  all  I  can  say  is  that  I  worked  in 
a  life  insurance  law  department — and 
I  liked  it. 
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BY  PAUL  F.  OLABK 


President  of  the  John  Hancock  Mutual  Life  Insurance 
Company.  A  graduate  in  1915  of  the  Wharton  School, 
Mr.  Clark  has  been  a  trustee  of  the  American  College 
of  Life  Underwriters  since  its  founding.  In  1945,  he 
received  the  Bussell  Memorial  Award  for  outstanding 
service  to  the  institution  of  life  insurance. 


First,  a  brief  word  concerning'  my  sin- 
cere interest  in  this  opportunity  of 
discussing  with  you  today's  career  op- 
portunities connected  with  the  distri- 
bution and  sale  of  life  insurance. 

Just  41  years  ago,  as  a  college  grad- 
uate, I  stood  on  the  threshold  of  de- 
cision concerning  my  own  future  busi- 
ness career  and  was  fortunate  in  the 
good  advice  given  me  by  two  close 
friends.  Solomon  Huebner,  now  well 
known  as  the  dean  of  the  Chartered 
Life  Underwriter  movement  in  this 
country,  and  my  uncle,  Ernest  J. 
Clark,  then  state  general  agent  for  the 
John  Hancock  in  Maryland  and  the 
District  of  Columbia,  were  the  men 
who  helped  me  decide  on  a  career  in 
life  insurance  sales. 

It  is  human  to  recall  and  discuss 
decisions  which  time  and  circumstance 
have  proven  to  be  right.  Regardless  of 
considerations  which  originally  influ- 
enced my  entering  the  life  insurance 
business,  from  a  strictly  personal  view 
I  can  now  state  the  results  have  been 
more  satisfying  than  could  possibly 
have  been  anticipated. 

If  you  came  to  me  today  as  the  son 
of  one  of  my  friends  or  neighbors,  in- 
terested in  discussing  the  career  op- 
portunities connected  with  the  distri- 
bution and  sale  of  life  insurance,  I 
would  invite  you  to  sit  and  think  with 
me  along  these  lines. 

The  life  insurance  business  today  is 
perhaps  more  complex  than  the  aver- 
age man  or  woman  realizes.  It  has  come 
a  long  way  since  the  time  when  it  was 
primarily  considered  to  be  "death"  or 
"burial"  insurance.  Today  it  is  one  of 
the  fastest  growing  and  most  dynamic 
industries  in  the  United  States.  More 
than  57%  of  our  population  are  now 
insured,  and  the  average  amount  of 
insurance  per  policyholder  has  in- 
creased more  than  1%  times  in  the  last 
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ten  years.  During  this  same  period  the 
total  life  insurance  in  force  in  this 
country  has  doubled,  and  during  1955 
new  ordinary  sales  reached  over  30  bil- 
lion. Personal  accident  and  sickness 
sales  and  group  life  insurance  sales  are 
increasing  year  by  year  even  more  rap- 
idly than  other  forms. 

The  assets  of  American  life  insur- 
ance companies  have  experienced  a 
dramatic  increase  from  $45  billion  in 
1945  to  $85  billion  in  1955.  These 
funds  have  played  a  very  important 
role  in  financing  the  tremendous  in- 
crease in  America's  productive  econ- 
omy since  World  War  II.  Life  insur- 
ance dollars  always  work  twice.  First 
they  provide  protection,  for  families, 
business  interests,  guaranteed  educa- 
tional funds,  needed  emergency  dol- 
lars, and  retirement  income — then 
through  investments  by  the  life  insur- 
ance companies  they  provide  jobs  for 
millions  of  people  by  financing  old  and 
new  products  and  business  enterprises. 

The  continued  expansion  of  the  econ- 
omy can  be  financed  only  by  savings 
or  credit.  The  capital  provided  by  life 
insurance  companies  is  as  essential  to 
the  continued  peace-time  growth  of 
our  nation  as  the  sale  of  war  bonds 
was  during  World  War  II. 

When  you  realize  the  magnitude  and 
importance  of  life  insurance  dollars, 
both  to  individuals  and  to  our  econ- 
omy, you  begin  to  appreciate  the  im- 
portance of  a  career  having  to  do  with 
life  insurance  distribution  and  sales. 
It  is  only  through  the  selling  of  life 
insurance  that  these  very  important 
dollars  can  be  brought  into  the  com- 
pany and  then  put  to  work  in  this 
worth-while  cycle  of  double  service. 

Because  distribution  and  sales  are 
the  keys  to  the  entire  process,  the  jobs 
connected  with  these  functions  demand 
the    best    in    individual    aptitude    and 


skill.  It  is  therefore  not  surprising  that 
life  insurance  companies  use  the  very 
latest  and  most  up-to-date  selection 
tests  and  procedures,  to  determine  an 
individual's  aptitude  for  this  impor- 
tant work.  Those  who  qualify  are  given 
an  extensive  training  in  the  office  and 
in  the  field,  to  make  certain  they  are 
equipped  with  both  the  "know-how" 
and  the  "do-how."  The  initial  formal- 
ized training  usually  covers  a  period  of 
at  least  two  years,  but  as  is  true  with 
other  professions — training  and  re- 
training continues  indefinitely. 

As  might  be  expected,  this  job 
where  so  much  emphasis  is  placed  on 
selection  and  training  offers  a  better 
than  average  compensation  plus  extra 
benefits  in  the  form  of  group  insur- 
ance and  retirement  benefits. 

There  are  five  major  types  of  dis- 
tribution and  sales  utilized  by  life  in- 
surance companies  and  a  particular 
company  may  use  any  or  all  of  them. 

GENERAL  AGENCY  SYSTEM  : 

This,  the  oldest  method  of  distribu- 
tion and  sales,  is  still  widely  used. 
Under  this  system  the  company  con- 
tracts with  independent  general  agents 
and  offers  them  a  franchise  to  develop 
a  particular  region  or  territory.  The 
general  agent  is  free  to  contract  with 
sub-agents  who  assist  in  selling  within 
his  area,  on  whatever  basis  he  may 
choose  within  the  broad  terms  of  his 
contract. 

The  general  agent  is  compensated 
for  the  amount  of  business  produced 
and  premium  collections  made.  He  in 
turn  compensates  his  sub-agents  on  a 
commission  basis,  although  some  sort 
of  a  training  allowance  in  the  form  of 
a  guarantee  may  be  offered. 


BRANCH    OFFICE    SYSTEM  : 

Though  it  came  into  being  after 
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general  agency  system,  it  is  similar  in 
many  respects.  Its  main  area  of  differ- 
ence is  that  instead  of  franchising 
areas  to  independent  contractors  (gen- 
eral agents),  companies  set  up  branch 
offices  in  these  areas,  appoint  man- 
agers, and  in  this  manner  develop  the 
territory.  Botli  the  manager  and  the 
agents  are  directly  affiliated  with  the 
company,  the  agent  as  an  independent 
contractor  and  the  manager  as  an  em- 
ployee. This  may  bring  about  a  better 
control  of  activity  bat  with  a  possible 
limitation  of  incentive  drive  due  to 
the  manager  not  operating  independ- 
ently. 

DISTRICT    AGENCY    SYSTEM  : 

This  was  originally  a  method  of  dis- 
tributing and  sidling  life  insurance 
strictly  on  a  weekly  or  monthly  pre- 
mium basis.  Because  of  changes  in  the 
market  these  men  today  are  known  as 
"combination  agents,"  and  they  sell  a 
substantial  volume  of  all  regular  forms 
of  life  insurance.  The  system  came 
about  because  of  a  need  to  develop  the 
so-called  "industrial"  market  among 
people  who  could  best  pay  their  pre- 
miums weekly.  The  district  or  debit 
agent  is  a  company  employee  who  not 
only  sells  but  also  renders  service  and 
collects  premiums  within  his  debit  area. 
Because  of  this  multiple  responsibility, 
he  is  paid  for  his  collections  and  serv- 
ice, and  in  addition  he  receives  com- 
missions on  the  new  business  sold.  Pri- 


marily, the  district  or  debit  agent  deals 
with  clients  in  the  average  income 
bracket,  and  any  debit  agent  will  assure 
you  that  there  is  nothing  more  reward- 
ing than  the  personal  satisfaction  he 
enjoys  in  providing  insurance  for  indi- 
viduals and  families  where  it  is  most 
crucially  needed. 

GROUP    INSURANCE 
REPRESENTATIVES  : 

In  today's  market,  life  insurance 
selling  often  requires  a  high  degree  of 
specialization.  This  is  particularly  true 
of  group  insurance  and  its  related  cov- 
erages. Companies  find  it  expedient  to 
provide  group  insurance  representa- 
tives who  are  specialists  in  this  field. 
These  men  assist  agents  and  brokers 
in  developing  plans  to  fit  particular 
group  prospects,  and  then  in  selling 
the  insurance.  Because  of  the  nature  of 
their  job  and  the  demands  made  upon 
them,  group  representatives  are  sal- 
aried home  office  employees. 
brokers : 

Most  companies  are  interested  in 
general  insurance  agents  or  brokers  to 
supplement  their  full-time  agency  force 
in  selling  life  and  other  coverages. 
These  brokers  are  primarily  engaged 
in  the  sale  of  casualty  and  other  gen- 
eral insurance  lines.  In  a  sense  they 
take  orders  from  their  clients  and  they 
might  be  classed  as  truly  "distribu- 
tors" as  far  as  the  sale  of  life  insur- 
ance is  concerned.  Their  compensation 


is  on  a  commission  basis  directly  re- 
lated to  the  volume  of  sales  produced 
and  they  usually  operate  under  either 
single  case  or  continuing  brokerage 
contracts  with  life  companies.  Many 
of  these  men  derive  a  good  percentage 
of  their  total  compensation  from  these 
life  sales. 

In  the  military  it  takes  a  large  num- 
ber of  trained  experts  to  equip  and 
assist  the  man  on  the  front  lines.  This 
is  also  true  in  the  distribution  and  sale 
of  life  insurance,  as  it  requires  many 
home  office  personnel  to  equip  and 
assist  the  men  and  women  who  are  on 
the  sales  firing  line.  These  home  office 
positions  are  also  well  paid,  covering  a 
great  many  areas  of  specialized  skills 
and  ability. 

Our  agents  tell  us  they  like  the 
career  job  of  life  insurance  selling  be- 
cause it  offers  these  advantages : 

No    limitations    as    to    market    or 
availability  of  product. 
No  ceiling  on  income  that  can  be 
earned. 

Freedom  of  operation  as  an  inde- 
pendent contractor  without  the 
problem  of  a  large  capital  invest- 
ment. 

Personal  prestige  based  on  accom- 
plishment and  professional  recog- 
nition. 

A  real  challenge  and  satisfaction 
based  on  the  service  aspect  and 
contribution   to   society. 


? 


Why  Life  Insurance: 


.  .  .  because  of  the  unlimited  op- 
portunities for  a  satisfying  career 
in  an  industry  which  enables  a 
man  to  devote  his  life  to  genuine 
social  service  benefiting  millions 
of  American  families. 


Why  Phoenix  Mutual? 

.  .  .  because  of  the  varied  career 
opportunities  presented  by  a 
firmly  established,  progressive, 
highly  successful  company  which 
for  more  than  a  century  has  con- 
tinued to  promote  the  best  ideals 
of  life  insurance. 


PHOENIX  MUTUAL 

LIFE    INSURANCE   COMPANY   OF    HARTFORD,  CONNECTICUT 

Organized  in  1851 


SALES    RESEARCH 


IN    A    CHANGING    MARKET 


BY  CHAKLES  J.  ZIMMEEMAN 


Some  of  you  will  make  life  insurance 
your  career.  In  doing  so,  you  will  join 
a  growing  group  of  men  and  women, 
now  nearly  one-half  million  strong, 
who  have  found  their  chosen  work  in 
company  home  offices,  in  sales  agencies, 
and  as  agents. 

All  of  you,  however,  are  likely  to 
have  another  kind  of  very  personal 
contact  with  life  insurance — perhaps 
as  beneficiary  of  a  contract — almost 
certainly  as  an  owner ! 

Purchasing  a  life  insurance  policy, 
you  will  find,  is  not  like  buying  a  golf 
ball  or  a  cake  of  soap.  You  will  want 
to  give  the  matter  considerable  thought. 
Chances  are,  you  will  seek  counsel  from 
a  life  insurance  agent  who  has  been 
thoroughly  schooled  in  his  subject  and 
whose  aim  is  to  develop  with  you  a 
financial  program  geared  specifically  to 
your  needs  and  desires. 

Quite  likely,  this  agent  will  become 
your  "life  insurance  man,"  serving 
your  life  insurance  needs  just  as  your 
family  doctor  safeguards  your  health. 
Should  trouble  occur  where  life  insur- 
ance might  help,  your  life  insurance 
man  is  the  one  you  will  call  on. 

It  was  not  always  this  way.  Only  a 
few  decades  ago  life  insurance  agents 
generally  were  not  as  capable  of  serv- 
ing the  public  as  they  are  today.  As  a 
result,  people  did  not  always  own  as 
much  life  insurance  as  they  do  today. 

What  has  made  the  difference? 

A  recent  survey  tells  us  that  more 
people  own  life  insurance  than  ever 
before — 103  million.  And  the  life  in- 
surance they  own  is  in  the  neighbor- 
hood of  $400  billion !  Purchases  of  new 
life  insurance  this  year  are  moving 
ahead  at  a  rate  of  about  15%  better 
than  the  record-high  year  of  1955 ; 
60%  over  1950;  and  230%  above  sales 
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President  of  the  Connecticut  Mutual  Life  Insurance 
Company.  Since  1946,  Mr.  Zimmerman  has  been  with 
the  Life  Insurance  Agency  Management  Association, 
resigning  early  in  1956  to  take  the  post  at  Connecticut 
Mutual.  He  is  a  graduate  of  Dartmouth  College  and 
presently  on  the  Board  of  Trustees  there. 


totals  of  merely  a  short  decade  ago. 
The  answer  to  this  growth  lies  in 
the  discovery  of  new  uses  for  life  in- 
surance, greater  public  appreciation  of 
its  value,  changes  in  our  economy, 
breakup  of  the  family  clan,  the  recent 
era  of  prosperity,  increasing  tax  bur- 
dens, and  many  other  reasons. 

One  of  the  important  "other  rea- 
sons" is  the  vast  improvement  life  in- 
surance companies  have  made  in  sell- 
ing their  product  and  in  serving  the 
needs  of  policy-owners.  This  improve- 
ment has  been  made  possible,  in  part, 
as  life  insurance  men  have  begun  to 
apply  principles  of  scientific  research 
and  study  to  their  problems  of  market- 
ing and  distribution. 

Until  about  the  time  of  the  first 
world  war,  life  insurance  selling  meth- 
ods were  largely  a  matter  of  hunch 
and  guesswork.  If  a  company  did  de- 
velop a  better  method  of  selling  than 
its  competitors,  the  secret  was  jealous- 
ly guarded.  There  was  little  or  no  co- 
operation among  companies  in  regard 
to  mutual  problems ;  little  or  no  ex- 
change of  information. 

No  one  in  those  days  seriously  tried 
to  find  out  what  kind  of  men  make 
good  life  insurance  salesmen.  No  one 
did  much  about  training  men  to  suc- 
ceed. Management  technique  was  to 
hire  a  large  number  of  agents  in  hopes 
that  enough  would  pull  through  to 
build  a  sales  force.  Training  of  man- 
agers was  unknown.  Men  were  named 
managers  usually  because  they  were 
good  salesmen. 

These  conditions  hampered  effective 
distribution  of  life  insurance.  Annual 
sales  volumes  were  not  high  by  today's 
standards.  Buyers  of  insurance  were 
likely  to  let  their  policies  lapse. 

Early  leader  in  the  move  to  develop 


more  facts  about  life  insurance  selling 
and  sales  management  was  Winslow 
Russell,  vice  president  of  Phoenix  Mu- 
tual Life  in  Hartford.  Largely  through 
his  efforts,  coupled  with  those  of  a 
general  agent  named  Edward  A. 
Woods,  an  Association  of  Life  Agency 
Officers  was  formed  in  1916. 

These  were  revolutionary  steps  in 
themselves.  But  Russell  felt  they  Avere 
not  enough.  He  believed  science  and 
research  could  be  used  to  help  the  sale 
of  life  insurance — just  as  they  were 
already  working  for  the  actuarial,  un- 
derwriting, and  medical  phases  of  the 
business. 

Here  was  Russell's  idea :  why  not 
persuade  life  insurance  companies  to 
create  an  organization  to  do  coopera- 
tive research?  The  idea  became  a  reali- 
ty in  Pittsburgh  on  January  2,  1922. 
Thirteen  companies  contributed  $500 
each  to  form  the  Life  Insurance  Sales 
Research  Bureau. 

As  more  companies  joined  the  co- 
operative research  movement  from  both 
the  United  States  and  Canada,  bureau 
facilities  and  services  expanded.  Sub- 
sequently the  bureau  moved  to  New 
York  City,  then  to  Hartford.  The  staff 
began  to  publish  pamphlets  based  on 
studies  and  compilations.  Consultants 
visited  member  companies  to  tell  of 
bureau  services  and  to  offer  technical 
help  in  sales  management.  Before  long 
a  program  of  original  research  was 
under  way. 

In  19-16  the  bureau  merged  with 
the  Association  of  Life  Agency  Offi- 
cers to  create  the  present  Life  Insur- 
ance Agency  Management  Association 
(LIAMA).  The  new  organization  re- 
tained the  same  major  objective — lo 
improve  the  efficiency  of  life  insurance 
distribution      through      research      and 
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study  of  the  industry's  sales  problems. 

Today  an  extensive  program  of  sci- 
entific sales  research  is  the  backbone 
of  this  association's  work. 

It  is  important  to  note,  also,  that 
many  companies  individually  conduct 
their  own  research  operations. 

What  arc  the  major  problems  in- 
volved in  insurance  sales  research? 
Since  life  insurance  is  a  business  of 
people — with  one  person  buying  an 
intangible  product  from  another  per- 
son for  the  benefit  of  still  another 
person — our  sales  research  is  chiefly 
research  on  people  and  their  varying 
habits,  characteristics,  aptitudes  and 
talents.  Many  of  our  problems  involve 
trying  to  identify  causes  for  individual 
differences  that  may  exist  between 
salesmen  and  between  sales  agencies. 
One  of  my  colleagues  has  likened  this 
to  trying  to  develop  a  rubber  yardstick 
to  measure  a  rubber  man  in  a  rubber 
market. 

But  if  sales  research  is  seemingly 
this  complicated,  what  tangible  results 
may  we  expect? 

The  best  our  sales  researchers  can 
hope  to  do  is  to  provide  men  in  sales 
management  with  factual  information 
to  help  them  make  sound  business  de- 
cisions. This  means  that  the  business- 
man who  relies  on  information  devel- 
oped through  this  research  is  able  to 
make  his  decisions  more  easily  and 
with  a  better  chance  of  being  right 
than  his  opposite  number  who  relies  on 
hunch,  guesswork  and  the  experience 
solely  of  his  own  eonrpany. 

Through  the  cooperative  research 
program  of  Life  Insurance  Agency 
Management  Association,  we  try  to 
provide  information  that  will  increase 
the  probability  that  management's  de- 
cisions will  be  correct.  These  decisions 
may  range  all  the  way  from  basic  j3ol- 
icy  (shall  we  attempt  to  have  a  force 
of  salesmen  who  work  full-time  for  the 
company"?)  through  general  but  less 
basic  decisions  (what  kind  of  financing 
plans  shall  we  use  for  our  salesmen?) 
to  specific,  day-to-day  actions  (shall 
we  hire  Jim  Brown  for  the  Smith 
Agency  ? ) . 

Why  state  research  goals  in  terms 
of  improving  odds?  Because  realism 
forces  us  to  assume  it  will  never  be 
possible  to  recognize  or  control  all  fac- 
tors that  may  affect  the  result  of  man- 
agement decisions.  Individual  agents, 
agencies  and  companies  will  probably 
always  have  unique  characteristics  that 
will  necessitate  some  variations  from 
our  general  findings.  In  the  absence  of 
other  bench  marks,  however,  it  is  obvi- 
ous that  decisions  based  on  these  find- 
ings will,  in  the  long  run,  be  better 
than  those  based  on  none. 

Now  you  may  ask:  How  is  research 
put  to  work  to  improve  marketing 
efficiency?  How  does  it  help  the  com- 


Marketing  research,  when  applied  to  the  task  of  producing  a  better,  more  efficient 
salesman,  is  like  "trying  to  measure  a  rubber  man  with  a  rubber  yardstick." 


pany  and  the  agent?  How  does  it  help 
policyowners  and  the  public?  Here  are 
a  few  illustrations. 

Research  helps  management  select  as 
agents  men  who  have  a  better  than 
average  chance  for  success.  One  way  is 
by  use  of  the  scientifically  prepared 
"Aptitude  Index,"  administered  each 
year  to  more  than  160,000  prospective 
agents.  We  know  that  use  of  this  test 
definitely  improves  a  manager's  chance 
of  making  a  correct  decision  on  a  pros- 
pective agent. 

Research  helps  in  the  selection  of 
managers  of  life  insurance  agencies  and 
in  the  development  of  career  agents. 
LIAMA  last  year  introduced  a  "Career 
Analysis  Procedure"  which  will  in- 
creasingly provide  help  to  companies 
in  determining  whether  a  particular 
agent  is  likely  to  be  a  good  manager, 
or  whether  he  should  continue  as  a 
career  agent. 

Research  helps  in  the  training  of 
agents.  For  example,  with  a  company's 
cooperation,  LIAMA  introduces  a  new 
training  procedure  into  some  agencies 
and  not  into  others.  Results  of  the  two 
groups  are  followed  closely  so  that 
effectiveness  of  the  new  procedure  may 
be  determined. 

Research  helps  to  reveal  the  opin- 
ions and  attitudes  of  agents,  as  well  as 
of  the  insuring  public.  With  informa- 
tion of  this  kind,  management  is  able 
to  see  itself  as  others  see  it.  Frequently 


company  procedures  will  be  changed 
on  the  basis  of  evidence  turned  up  in 
an  opinion  and  attitude  study.  In  as- 
certaining how  the  agent  feels  about 
different  phases  of  his  job,  LIAMA 
relates  this  feeling  to  the  amount  of 
life  insurance  he  sells  and  to  the  length 
of  time  he  remains  in  the  business. 

Research  helps  to  pinpoint  markets 
for  life  insurance.  To  help  companies 
plan  their  sales  strategy,  sales  re- 
searchers are  continually  exploring 
such  questions  as : 

What    are    the    characteristics    of 

buyers  of  life  insurance? 

What    relationship    exists    among 

(a)  volume  of  life  insurance  sales, 

(b)  number  of  policies  sold,  and 

(c)  average  size  policy  sold? 
What    are    the    current    spending 
and  saving  habits  of  people? 
What  factors  affect  whether  or  not 
policies  remain  in  force? 

What  is  the  potential  for  life  in- 
surance sales  in  different  regions? 

Research  helps  to  reduce  the  cost  of 
distribution.  What  does  it  actually  cost 
to  hire,  train,  supervise,  house  and 
maintain  an  agent?  What  does  it  cost 
to  issue  a  policy?  What  do  all  the 
other  steps  in  the  sales  process  cost? 

Research  helps  to  keep  salesmen  and 
sales  managers  abreast  of  current 
trends   in   the  life  insurance  business. 
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For  example,  nine  continuing  LIAMA 
surveys  on  different  aspects  of  selling 
enable  companies  to  match  their  own 
efforts  against  the  entire  business,  or 
against  companies  of  similar  size  and 
objectives.  Pei'haps  the  best  known  is 
the  "Sales  Survey,"  which  each  month 
reports  on  life  insurance  sales  totals  in 
the  United  States  and  Canada,  with  a 
breakdown  of  ordinary  sales  by  states 
and  provinces.  From  this  survey,  a 
company  is  able  to  see  what  share  it 
is  getting  of  the  total  market. 

Research  provides  information  on 
the  practices  of  many  companies.  From 
studies  of  what  companies  are  doing 
in  many  different  aspects  of  sales 
management,  individual  companies  may 
get  new  ideas  and  may  cheek  their  own 
practices  against  those  of  competitors. 

While  all  of  this  sales  research  is 
undertaken  directly  for  and  paid  for 
by  the  companies,  the  ultimate  bene- 
ficiary is  the  public.  For  as  marketing 
procedures  become  more  efficient,  the 
cost  of  protection  to  the  public  reduces 
and  more  life  insurance  is  made  avail- 
able to  more  people. 

The  application  of  scientific  research 
to  the  life  insurance  business  (and  to 
all  business)  is  still  in  an  incipient 
stage.  However,  large  numbers  of  high- 
ly trained  research  people  are  already 
employed  by  business  and  industry  in 


various    types    of    research    capacities. 

It  is  now  generally  recognized  that 
the  level  of  technical  skill  required  for 
research  of  this  kind  is  very  high  in 
terms  of  such  basic  matters  as  statisti- 
cal method,  experimental  design,  and 
application  theory.  Thus  fewer  and 
fewer  employers  are  putting  on  re- 
search people  at  the  baccalaureate 
level. 

In  the  face  of  recent  phenomenal 
gains  in  life  insurance  ownership,  it  is 
only  natural  to  wonder  whether  people 
will  continue  to  buy  more  life  insur- 
ance and  whether  the  private  life  in- 
surance business  will  continue  to  grow 
and  prosper.  Can  our  sales  research 
people  tell  us  anything  about  the  fu- 
ture? They  can  and  do,  and  their 
predictions  have  an  educated  ring  of 
authenticity. 

We  know  that  our  market  is  chang- 
ing all  the  time  and  will  continue  to 
change,  but  we  recognize  that  these 
changes  are  evolutionary  in  character, 
not  revolutionary.  If  life  insurance  re- 
mains flexible,  adjusting  to  the  changes 
that  are  bound  to  occur,  we  can  look 
to  continued  great  growth  in  owner- 
ship during  the  next  decade. 

Much  has  been  said  about  the  expan- 
sion of  mass  life  insurance  coverages 
through  group  insurance,  as  well  as 
the    threatened    further    expansion    of 


various  forms  of  legislated  security. 
Will  these  developments  severely  cut 
into  sales  of  individual  policies?  Our 
best  evidence  is  that  they  will  not — 
that  the  over-all  market  for  personal 
insurance  will  expand  more  rapidly 
than  either  mass  coverage  or  legislated 
security  will  grow. 

To  support  this  belief  and  to  indi- 
cate further  that  the  future  of  the 
private  life  insurance  business  was 
never  brighter,  here  are  this  writer's 
predictions  about  the  decade  ahead: 

1.  Despite  the  large  amount  of  life 
insurance  in  force  today,  the  average 
family  owns  the  equivalent  of  only 
slightly  more  than  one  annual  income. 
An  objective  estimate  is  that  this  aver- 
age should  be  closer  to  four  or  five 
times  annual  income.  Here  is  a  great 
potential  for  life  insurance  that  will 
be  reached. 

2.  A  steady  increase  in  productivity 
will  bring  about  higher  real  income. 
More  people  will  have  greater  financial 
resources  to  buy  personal  insurance. 

3.  A  greater  number  and  greater 
percentage  of  high  school  graduates 
will  enter  college.  The  cost  of  college 
education  will  be  markedly  greater. 
This  will  require  a  greater  volume  of 
educational  insurance. 

4.  Life  insurance  will  develop  new 
markets  and  markets  which  are  today 


Campus  leader  today  — 

Business  leader  tomorrow? 


That  depends  to  a  large  extent  on  how  accurately 
you  can  analyze  the  qualities  that  have  already 
made  you  a  leader — and  on  how  intelligently  you 
use  those  qualities  in  choosing  your  business  career. 

Through  many  years  of  experience  with  young 
college  men,  Mutual  Benefit  Life  has  learned  a 
great  deal  about  interpreting  leadership  qualities 
and  how  they  can  be  used  to  the  individual's  best 
advantage.  It  has  kept  many  a  man  from  becoming 
"a  square  peg  in  a  round  hole"  and  it  has  helped 
even  more  men  to  find  themselves  quickly  without 
the  usual  period  of  trial  and  error  so  costly  to 
employee  and  employer  alike. 

If  you  are  a  college  senior  and  have  found  your- 
self "running  things"  in  athletics,  class  affairs  or 
outside  interests,  you  have  a  very  real  asset  and 
we'll  be  glad  to  help  you  determine  how  and 
where  it  can  be  used  to  your  best  advantage. 

We  invite  you  to  write  us  describing  your  ex- 
periences as  a  leader,  starting  back  with  your 
grammar  school  days.  Tell  us  in  detail  how  you 
became  an  officer  of  your  class,  or  captain  of  the 
team,  or  editor  of  your  paper.  Did  you  seek  the 


position — or  did  the  position  seek  you?  It's  im- 
portant that  we  know. 

Every  letter  will  receive  valuable  career  direc- 
tion in  return  and  for  those  who  display  a  serious 
desire  for  assistance  combined  with  outstanding 
leadership  qualities,  we  will  provide  a  highly 
personalized  analysis  that  would  otherwise  cost 
you  many  dollars — and  may  easily  be  worth  many 
thousands  of  dollars  to  you. 

Address  your  letter  to  Mr.  Francis  L.  Merritt, 
Career  Analyst,  The  Mutual  Benefit  Life  Insurance 
Company,  Newark,  New  Jersey. 
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underdeveloped.  This  will  be  especially 
true  of  people  who  are  presently  in  the 
lower  economic  and  educational  strata. 
There  will  also  be  a  spectacular  in- 
crease in  the  sale  of  accident  and  sick- 
ness  insurance   and  in  pension  plans. 

5.  Life  insurance  on  women  will  in- 
crease greatly.  Today  one-third  of  our 
labor  force  is  made  up  of  women.  In 
the  future  an  even  greater  percentage 
Avill  be  women,  and  their  gain  in  real 
earnings  will  be  even  higher  than  that 
of  males.  More  life  insurance  on  more 
wives  will  be  purchased. 

6.  Because  of  the  greater  supply  and 
quality  of  present  and  new  consumer 
goods,  people  will  be  inclined  to  spend 
more  and  save  less.  Greater  job  secu- 
rity in  the  future  will  further  enhance 
this  trend.  Life  insurance  will  thus  be- 
come a  more  important  part  of  the 
savings  picture,  since  it  is  the  only 
method  by  which  men  can  spend  more 
of  their  income  today  and  still  protect 
their  families  against  loss  of  income 
tomorrow. 

7.  Home  ownership  will  increase  still 
further.  Larger  and  longer  term  mort- 
gages will  require  additional  life  insur- 
ance coverage. 

8.  The  next  decade  should  see  a 
marked  expansion  in  life  insurance  for 
business  purposes. 

9.  An  increasing  number  of  people 
living  to  older  ages  will  require  addi- 
tional insurance  coverage. 

10.  More  people  will  have  a  greater 
acceptance  of  life  insurance.  The  tre- 
mendous increase  in  benefit  payments, 
both  in  life  and  accident  and  sickness, 
will  have  the  gradual  effect  of  bringing 
about  greater  appreciation  and  under- 
standing of  the  importance  of  persona] 
insm*ance. 

To  respond  to  these  opportunities  of 
the  future  and  to  meet  the  changes 
that  are  bound  to  occur,  life  insurance 
management  will  need  more  and  more 
knowledge  based  on  facts.  This  indi- 
cates clearly  that  management  will  de- 
mand and  pay  for  more  sales  research. 
Certainly  this  will  be  true  of  all  busi- 
ness and  industry,  and  it  is  inconceiv- 
able that  life  insurance  management 
will  not  keep  pace  with  the  leadership 
of  American  business  generally. 

In  this  exciting  picture  of  change, 
growth,  and  opportunity,  college  men 
and  women  will  play  leading  roles. 
You  will  fill  key  positions  within  our 
business ;  you  will  be  important  owners 
of  our  product;  you  will  be  influential 
spokesmen  for  the  continued  sound 
growth  of  life  insurance  and  of  all 
business,  in  the  best  interests  of  the 
public. 

For  you,  as  for  life  insurance,  it  is 
wise  to  make  no  small  plans  during  the 
decade  ahead. 
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A  career  in  life  insurance  investing 
offers  a  unique  opportunity  to  play  a 
direct  role  in  the  financing-  of  both 
government  and  industry.  Due  to  the 
limited  number  of  young  men  entering 
the  field  in  the  thirties  and  early  for- 
ties, the  probability  of  rapid  advance- 
ment is  excellent. 

The  life  insurance  industry  is  play- 
ing an  increasingly  prominent  posi- 
tion as  a  financial  partner  to  American 
business.  As  the  largest  single  source 
of  long-term  capital,  life  companies 
through  their  investment  activities 
made  $18.9  billion  available  to  all  seg- 
ments of  the  economy  last  year. 

The  total  assets  of  over*  1000  legal 
reserve  life  insurance  companies  in  the 
U.  S.  were  $90  billion  at  the  year  end, 
more  than  double  the  1945  figure.  The 
present  annual  growth  in  new  funds 
to  be  invested  is  at  a  rate  in  excess  of 
$6  billion.  In  addition  to  the  net  in- 
flow of  $6  billion  last  year,  the  invest- 
ment personnel  of  our  life  insurance 
companies  had  to  reinvest  an  estimated 
additional  $123/4  billion  which  came 
in  through  repayments,  maturities  and 
sales  of  investments  and  other  sources. 
In  other  words,  for  every  $3  invested, 
$2  represented  reinvestment  of  funds. 
It  is  always  of  interest  to  individuals 
outside  the  industry  to  know  that  even 
during  the  depression  of  the  1930's 
most  life  insurance  companies  had  a 
substantial  net  inflow  of  new  funds 
plus  additional  funds  from  maturities, 
sales  and  other  sources  to  be  invested. 
Consequently,  one  of  the  basic  funda- 
mentals of  life  insurance  investing  is 
that,  as  a  general  rule,  there  will  al- 
ways be  more  money  coming  in  than 
going  out.  This  excess  must  be  kept 
soundly  invested. 

The  incentive  to  do  a  better  job  than 
the  other  fellow  is  just  as  great  in  life 


insurance  investing  as  it  is  in  any  other 
job.  Furthermore,  this  must  be  done 
in  an  investment  environment  which  is 
constantly  changing.  Investments  that 
were  plentiful  and  good  buys  yester- 
day may  no  longer  be  available  or  de- 
sirable today.  To  use  an  extreme  exam- 
ple, Canal  bonds  which  once  could  be 
purchased  in  large  quantities  at  attrac- 
tive prices  are  no  longer  on  the  market 
nor  would  they  have  investment  ap- 
peal if  they  were.  The  most  interesting 
opportunities  are  often  securities  of 
new  kinds  of  enterprises  (the  gas  pipe- 
lines in  the  early  1950's),  or  situations 
where  strong  demand  has  increased  the 
return  to  the  investor. 

The  man  on  the  street  oftentimes 
has  the  idea  that  the  life  insurance 
companies  are  placed  in  a  straitjacket 
of  investment  regulations  and  prohibi- 
tions. Although  it  is  only  natural,  and 
in  fact  desirable,  that  the  states  regu- 
late life  insurance  investment  activi- 
ties, most  states  provide  more  latitude 
than  is  generally  recognized.  For  ex- 
ample, many  life  companies  own  nomi- 
nal amounts  of  common  stocks.  In 
areas  where  there  are  defined  limits 
within  which  the  companies  must  stay, 
there  is  an  added  stimulus  to  do  the 
very  best  job  possible  within  these 
limits. 

In  seeking  a  job  in  life  insurance 
investment,  you  have  a  choice  of  a 
large  number  of  companies  (there  are 
almost  900  domestic  companies)  lo- 
cated all  over  the  country.  There  is  a 
tremendous  spread  in  the  size  of  the 
various  companies,  providing  a  Avide 
choice  of  the  size  of  "pond"  you  land 
in.  However,  if  you  prefer  a  larger 
company,  many  of  them  are  located  in 
one  of  the  larger  financial  centers  of 
the  country;  Greater  New  York,  Hart- 
ford, Boston  and  Philadelphia  in  par- 


ticular have  concentrations  of  larger 
life  insurance  companies. 

There  is  often  a  considerable  diver- 
sity in  the  basic  investment  philosophy 
and  policies  of  the  various  companies 
in  regard  to  the  types  of  investments, 
the  departmental  organization,  and  the 
degree  to  which  investment  personnel 
specialize  in  given  types  or  groups  of 
investments.  These  are  points  which 
can  vitally  affect  the  nature  of  your 
particular  job.  Each  of  them  should 
be  given  careful  consideration. 

One  of  the  most  attractive  features 
a  life  insurance  investment  career  of- 
fers is  the  opportunity  for  the  indi- 
vidual who  is  willing  to  work  hard  to 
move  ahead  rapidly.  This  is  especially 
true  at  the  present  time,  since  there 
were  almost  no  young  men  going  into 
this  or  any  phase  of  finance  during 
the  depressed  period  of  the  1930's  or 
the  war  period  of  the  1940's.  As  a  re- 
sult, there  is  a  definite  gap  in  age 
groups  and  a  shortage  of  younger  men 
who  are  prepared  to  move  into  open- 
ings which  will  be  created  by  expan- 
sion and  retirements  over  the  next  few 
years.  Although  the  number  of  gradu- 
ates hired  from  colleges  and  graduate 
business  schools  has  stepped  up  mark- 
edly since  the  early  1950's,  good  ad- 
vancement opportunities  still  exist. 

The  fact  that  you  may  have  taken  no 
courses  in  life  insurance  is  no  real 
detriment  in  seeking  employment  in 
the  investment  department.  Most  com- 
panies participate  in  the  activities  of 
the  Life  Office  Management  Associa- 
tion which  offers  some  twenty  courses 
in  life  insurance.  There  are  also  sev- 
eral correspondence  courses  available. 
Many  companies  also  have  discussion 
and  orientation  sessions  which  give 
investment  personnel  a  better  under- 
standing of  the  role  of  investments  in 
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life  insurance.  A  basic  knowledge  of 
finance,  economics  and  accounting  is  of 
far  more  immediate  importance  to  the 
investment  trainee,  and  a  graduate 
business  school  education  is  an  advan- 
tage in  getting  started. 

Training  in  life  company  investment 
departments  varies  widely.  There  are 
almost  as  many  training  programs  as 
there  are  individuals  entering  the  held. 
This  is  true  for  a  number  of  reasons. 
Usually  there  is  only  one  new  man  en- 
tering the  department  at  any  one  time, 
or  perhaps  two  or  three  at  the  most. 
On  the  other  hand,  the  departments 
are  often  not  large  enough  to  make  it 
practical  to  have  one  person  whose 
primary  function  is  the  training  of  new 
personnel.  The  men  in  the  investment 
departments  are  cooperative  and  help- 
ful but  you  will  find  exposure  and  ex- 
perience to  be  the  best  teacher.  After 
all,  learning  the  investment  business  is 
a  lot  like  catching  cold.  If  you  are  ex- 
posed to  it  long  enough,  you  get  it.  For 
the  individual  who  feels  the  need,  there 
are  usually  night  courses  in  security 
analysis,  real  estate,  and  other  perti- 
nent subjects  if  you  are  in  a  large 
metropolitan  district,  or  correspond- 
ence courses  from  many  colleges  and 
universities  if  night  courses  are  not 
available.  In  summary,  the  individual 
is  usually  free  to  set  his  own  pace  and 
move  ahead  as  rapidly  as  he  is  able. 

Now  let's  look  more  specifically  at 
the  job  you  will  most  likely  be  doing. 
In  any  phase  of  life  insurance  invest- 
ment you  will  find  the  work  stimu- 
lating and  broadening.  You  will  be  ex- 
pected to  develop  both  wide  and  in- 
tensive knowledge  of  the  economy  of 
the  country,  of  given  industries,  prop- 
erties and  companies.  You  will  find  it 
a  field  where  you  cannot  sit  back;  you 


must  be  constantly  on  the  lookout  for 
new  developments  and  trends.  The  besl 
real  estate  block  in  town  last  year  may 
be  losing  its  attraction  this  year.  To- 
day's action  by  the  Federal  Reserve 
may  have  a  marked  effect  on  next 
month's  interest  rate  pattern. 

The  investment  job  in  a  life  com- 
pany is  no  longer  entirely  a  desk  and 
Moody's  Manual  job,  particularly  with 
the  terrific  post-war  growth  in  direct 
placement  financing  in  which  a  single 
financial  institution  or  a  small  group 
of  institutions  purchase  an  entire  new 
bond  issue  directly  from  the  borrowing 
corporation.  Direct  personal  contact 
with  prospective  borrowers  has  become 
the  rule.  In  a  sense,  insurance  compa- 
nies have  become  a  type  of  long-term 
banker  doing  their  own  investigation, 
negotiation  and  follow-up  work.  This 
direct  contact  with  the  management 
of  the  borrowing  corporation  will  pro- 
vide you  with  valuable  facts  and  a 
feel  for  the  situation  which  could  not 
be  obtained  in  any  other  way. 

The  recent  long-term  airline  financ- 
ing which  has  been  worked  out  between 
various  airline  managements  and  insur- 
ance company  investment  personnel  in 
which  funds  have  been  made  available 
for  the  purchase  of  turbo-prop-  and  jet 
aircraft  over  the  next  five  years  or  so 
highlights  the  flexibility  of  life  com- 
pany investing.  First  of  all,  insurance 
companies  are  ready  to  sit  down  with 
corporate  managements  to  try  to  work 
out  a  financing  program  for  almost  any 
reasonable  purpose. 

The  ability  of  industry  to  obtain 
commitments  from  the  life  companies 
to  provide  long-term  funds  has  pro- 
moted long-range  industrial  planning. 
It  has  encouraged  companies  to  en- 
gage in   modernization  and  expansion 


The  cost  of  converting  America's  major  airlines  from  propeller  driven 
to  jet  type  aircraft  will  amount  to  over  a  billion  dollars.  Approximately 
one  quarter  of  this  sum  is  being  supplied  by  life  insurance  companies. 


programs  which  simply  could  not  have 
been  undertaken  without  the  assurance 
that  funds  would  be  available  at  a 
specified  cost  when  needed.  It  is  impos- 
sible to  express  in  dollars  and  cents  the 
far-reaching  effect  which  this  is  having 
on  the  increased  stability  of  the  na- 
tional economy  and  on  the  improved 
standard  of  living  for  the  American 
people. 

Specialization  in  certain  types  of 
securities,  mortgages,  real  estate  or  by 
industry  classifications  is  not  generally 
taken  to  the  extremes  so  often  imag- 
ined. In  fact,  in  most  companies  there 
are  not  enough  people  in  the  depart- 
ment to  permit  much  specialization. 
The  more  common  practice  is  to  spe- 
cialize by  types  of  investments  or 
groups  of  industries.  Many  companies 
encourage  a  certain  amount  of  shifting 
around  as  a  means  of  broadening  the 
individual  and  of  increasing  flexibility 
within  the  department. 

Investment  departments  need  good 
administrators  just  as  much  as  any 
other  department  or  organization 
needs  them.  The  larger  the  company, 
the  greater  the  need.  Don't  shy  away 
from  the  investment  dei^artment  of  a 
life  insurance  company  because  there 
would  be  no  outlet  for  your  adminis- 
trative ability.  The  same  might  be  said 
for  those  interested  in  human  relations 
and  motivations.  What  is  more  inter- 
esting than  an  on-the-spot  study  of 
management? 

Our  salary  scales  have  improved 
substantially  in  the  past  decade  and 
are  competitive.  Various  pension  plans, 
fringe  benefits  and  job  security  in  the 
life  companies  are  among  the  very  best 
to  be  found  anywhere. 

It  is  always  gratifying  to  see  the 
satisfaction  which  life  insurance  in- 
vestment personnel  get  from  the  vital 
role  which  their  activities  are  playing 
in  the  American  economy.  It  is  a  group 
which  justifiably  prides  itself  on  its 
high  ethical  standards  and  the  excellent 
reputation  which  it  enjoys  in  the  busi- 
ness and  financial  world. 

Perhaj^s  what  appeals  to  our  invest- 
ment personnel  as  much  as  any  other 
one  thing  is  the  business  associations 
which  they  make  in  their  day-to-day 
work.  There  is  frequent  contact  on 
both  a  business  and  a  social  basis  with 
commercial  and  investment  bankers 
and  business  leaders  from  all  types, 
kinds  and  sizes  of  corporations.  Our 
people  literally  get  to  see  and  know  not 
one  but  dozens  of  companies  or  prop- 
erties. The  job  usually  carries  with  it 
enough  travel  to  be  stimulating  and 
broadening  but  not  enough  to  interfere 
with  family  life.  All  these  things  to- 
gether make  a  career  in  life  insurance 
investing  one  which  is  deeply  enjoy- 
able, interesting  and  rewarding. 
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There's  A  World  of  Opportunity 
In  Multiple  Lines 


You're  wise  to  consider  a  career  in  the  world  of 
insurance. 

We're  rather  prejudiced,  of  course.  But  we  think 
our  business  is  as  rewarding,  as  challenging,  as 
satisfying  as  any  you  could  choose. 

The  world  of  insurance  is  a  wide,  wide  world. 
There  is  almost  no  talent  or  aptitude  which  cannot 
lead  to  a  successful  career  in  this  field.  This  is  why 
so  many  college  graduates,  from  every  branch  of 
study,  come  to  us — and  stay  with  us. 

The  Travelers  is  one  of  the  largest  among  the 
very    few    multiple-line    insurance    companies    in 


North  America.  This  means  we  write  practically 
every  form  of  insurance:  Life,  Accident,  Group, 
Automobile,  Burglary,  Fire,  Marine,  Fidelity  and 
Surety  Bonds.  And  it  means  we  have  attractive 
openings  of  almost  every  description  in  the  wide 
world  of  insurance. 

There's  much  more  about  The  Travelers  we 
think  you'll  like.  Write  us  for  information.  Or 
better  still,  visit  our  home  office  in  Hartford  or 
the  nearest  of  our  offices  in  115  cities  in  the  United 
States   and    Canada. 


INSURANCE  COMPANIES.  HARTFORD  15.  CONNECTICUT 

All  forms  of  personal  and  business  insurance  including 
Life    •  Accident   •  Group    •  Fire    •  Automobile    •   Casualty    •  Bonds 
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TRAINING   PLANS 


BY  HAROLD  J.  CUMMINGS 


Let's  assume  that  we  are  to  talk  about 
training  methods  only  as  applied  to  the 
life  insurance  business,  and  specifically 
to  the  training'  of  a  life  insurance  sales- 
man. And  it  may  help  some  to  fix  the 
place  of  training  itself  in  the  overall 
process  of  developing  a  life  insurance 
field  man.  Training  as  we  see  it  is  just 
one  phase  of  that  job.  The  complete 
sales-man-building  pattern  calls  for  the 
full-time  play  of  "four  horsemen" :  se- 
lection, training,  supervision,  motiva- 
tion. And  the  manager  or  general  agent 
who  would  develop  and  maintain  a 
team  of  life  insurance  salesmen  will 
soon  find  that  success  hinges  upon  his 
keeping  all  four  in  the  game  all  at 
one  time,  all  of  the  time.  It's  widely 
conceded  to  be  a  good  trick  if  you  can 
do  it. 

It  may  be  that  all  four  need  not  be 
in  the  act  all  at  one  time  and  con- 
tinuously with  each  individual.  And 
perhaps  selection  may  be  a  one  or  two 
shot  function.  Though  one  soon  learns 
that  there  is  such  a  thing  as  secondary 
and  even  tertiary  selection.  At  least 
training,  supervision  and  motivation 
must  go  on  and  on  forever.  Once  in  a 
blue  moon  a  trainee  may  be  selected 
who  will  prove  able  to  supervise  and 
motivate  himself.  Even  for  him,  train- 
ing will  remain  a  continuous  process 
if  he  is  to  keep  abreast  of  our  chang- 
ing times. 

In  this  brief  discussion  we  will  by- 
pass selection,  supervision  and  moti- 
vation. And  it  may  help  to  think  spe- 
cifically about  training  as  a  job  in- 
volving three  separate,  though  related 
and  overlapping  fields.  There  is  the 
toilsome  task  of  imparting  adequate 
knowledge.  There  is  the  challenging 
chore  of  developing  selling  skills. 
Finally,  and  perhaps  most  important, 
there  is  the  definite  duty  of  cultivating 
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other  positions  of  public  responsibility. 


adequate    work    habits;    and    thereon 
hangs  a  tale. 

Imparting  the  necessary  technical 
knowledge  is  relatively  an  easy  part 
of  the  job,  if  for  no  other  reason  than 
that  so  many  excellent  sources  are 
available  for  a  good  part  or  all  of  the 
undertaking.  But  again  it  may  help  to 
see  clearly  that  the  knowledge  needed 
reaches  into  three  separate  spheres. 
The  trainee  must  acquire  a  solid  work- 
ing acquaintance  with  the  fundamen- 
tals of  salesmanship.  He  must  have  a 
fairly  comprehensive  knowledge  of  the 
general  principles  and  practices  of  life 
insurance.  And  finally  he  must  become 
familiar  in  detail  with  his  company's 
policy  contracts,  their  peculiar  bene- 
fits, and  all  pertinent  practices  with 
respect  to  the  services  offered. 

With  reference  to  the  first  two — 
knowledge  of  salesmanship  and  knowl- 
edge of  life  insurance  principles  the 
problem  is  largely  one  of  selection 
from  the  variety  of  sources  available; 
and  from  them,  laying  out  a  continuing 
course  of  study  of  specific  subjects, 
and  then  following  through  on  it's 
completion.  Surely  there  is  no  lack  of 
material  delineating  salesmanship  and 
the  basic  principles  of  life  insurance.1 

For  any  one  company  or  agency, 
then,  the  core  of  the  training  prob- 
lem, insofar  as  it  concerns  imparting 
knowledge,  can  soon  narrow  itself 
down  largely  to  the  creation  and  de- 
velopment of  a  training  pattern  for 
informing  the  trainee  thoroughly  with 
respect  to  his  OAvn  company's  services 
and  practices.  Quite  incidentally,  if 
the  trainer  needs  help  in  shaping  up 
his  own  job,  the  Life  Insurance  Agency 
Management  Association  offers  a  li- 
brary of  materials :  "The  Trainers' 
Manual,"  "Training  for  Managers," 
"Seven    Company   Training  Programs 


for  Agents,"  etc. 

Which  leaves  us,  of  course,  with  the 
other  two  facets  of  the  job :  develop- 
ment of  at  least  the  minimum  selling- 
skills  required  for  the  trainee  to  suc- 
ceed in  marketing  his  Company's 
wares ;  and  the  cultivation  of  adequate 
work  habits. 

At  this  point  we  come  to  a  fork  in 
the  road.  The  trainee  can  fairly  easily 
be  supplied  with  the  information  and 
equipment  needed  for  him  to  become 
fully  familiar  with  all  aspects  of  his 
company's  services.  Whereupon  he 
could,  and  used  to  be  left  to  develop 
his  own  method  of  finding,  approach- 
ing, conveying  his  knowledge  to  and 
selling  his  prospects.  Time  was  when 
that  was  considered  the  one  and  only 
way  to  get  into  life  insurance  selling. 
Actual  use  of  memorized,  organized 
sales  methods  in  the  field  was  unthink- 
able. Perhaps  National  Cash  Register 
salesmen  could  sell  machines  with  a 
"canned  sales  talk."  But  that  was 
quite  silly  as  applied  to  the  life  insur- 
ance salesman. 

Just  25  years  ago  this  year — it  was 
in  1931 — we  initiated  an  intensive  ef- 
fort to  blaze  a  trail  that  might  shorten 
or  eliminate  for  the  trainee  that  slow 
road  to  a  practical  work  pattern.  We 
had  long  observed  that,  no  matter  how 
much  top  life  insurance  salesmen  might 
ridicule  memorized  sales  talks,  even 
the  best  of  them  did  in  fact,  over  a 
period  of  time  and  through  trial  and 
error,  inevitably — very  often  uncon- 
sciously— develop  canned  talks  of  their 
own.  But  that  method  of  muddling 
one's  way  into  our  business  took  a  lot 
of  time.  It  involved  a  high  rate  of 
trainee  mortality.  And  certainly  it  did 
not  enhance  public  opinion  of  the  life 
insurance  man,  especially  the  novice, 
or   of   the    institution    which    sent    him 
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out  to  stumble  around. 

So  for  some  years  prior  to  1931,  it 
was  slowly  dawning'  upon  us  that — 
with  respect  to  any  one  of  the  many 
human  needs  that  life  insurance  can 
satisfy — retirement  of  mortgage  debt, 
provision  for  monthly  income  for  one's 
widow,  education  of  children,  provi- 
sion for  one's  own  retirement,  and  so 
on — there  just  was  a  limited  number  of 
essential  facts  that  could  reasonably 
be  stated  about  a  particular  life  insur- 
ance contract.  There  surely  was  such  a 
thing  as  a  best  order  in  which  to  state 
the  essential  facts.  And  one  could  de- 
vise a  better  planned  and  more  effec- 
tive, if  not  the  very  best,  way  of  pre- 
senting the  facts.  We  did  not  say  just 
a  way  to  tell  a  prospect  about  them. 
We  needed  to  know  the  best  way  to 
convey  them  clearly,  using  eyes  as 
Avell  as  ears.  And  by  1931  we  had  de- 
veloped one  such  sales  picture,  pre- 
senting life  insurance  as  an  answer  to 
the  four-sided  hazard  that  every  man 
faces  simply  because  he  is  alive :  occa- 
sional need  of  ready  money  for  emer- 
gency or  for  opportunity,  possible  loss 
of  earning  capacity,  and  the  certainty 
of  old  age,  and  the  possibility  that 
death   might   intervene   earlier. 

That  "canned  talk"  has  been  in  con- 
tinuous use  since  1931.  It  has  sold  a 


very  large  proportion  of  our  business. 
It  has  been  refined  and  refined  of 
course.  As  applied  to  life  insurance, 
we  now  think  of  it  as  "the  sweetest 
story  ever  told."  And  we  have  since 
developed  comparable  presentations 
for  other  insurance  needs,  e.g.,  an  or- 
ganized method  of  presenting  life  in- 
surance as  a  means  of  leaving  a  home 
free  from  debt,  or  as  a  method  of  mak- 
ing 40  cents  do  for  retirement  what  it 
would  take  a  dollar  to  do  any  other 
way,  or  as  a  way  of  preserving  the 
sole  proprietor's  business  for  his  heirs, 
and  so  on. 

Over  a  period  of  25  years  we  have 
become  completely  convinced  that  life 
insurance  as  a  means  of  meeting  spe- 
cific human  needs  can  best  be  pre- 
sented in  an  organized,  memorized 
way.  And  with  such  methods  a  trainee 
can  earn  as  he  learns;  he  need  not 
struggle  through  the  old-time  muddling 
procedures;  he  can  make  a  surjjris- 
ingly  splendid  impression  on  his  very 
first  prospect;  and  he  puts  the  knowl- 
edge that  he  gathers  to  work  almost  as 
soon  as  he  gets  it.  Finally  and  most 
important,  with  such  an  organized  pat- 
tern, sales  skills  in  presenting  the  facts 
can  be  developed  in  the  trainee  at  the 
same  time  that  lie  is  imbibing  the 
needed  knowledge  of  company  services 


and  practices.  These  two  jobs  can  be 
made  into  one. 

Such  an  Organized  sales  pattern  may 
— especially  in  its  early  stages  of  de- 
velopment— consist  of  a  list  of  steps 
to  be  taken  with  a  well-ordered  ar- 
rangement of  the  facts  to  be  presented. 
It  may  finally  develop  into  a  self-con- 
tained, complete  statement  of  the  sin- 
gle service  offered — a  sales  talk  to  be 
memorized  and  used  literally  word  for 
word. 

We  spoke  of  using  eyes  as  Avell  as 
ears  to  get  the  idea  across.  So  such  an 
organized  presentation  involves  tools. 
We  call  the  tool  that  helps  to  convince 
through  the  eyes  a  "visualizer,"  and 
Ave  have  several  of  them.  The  tool  that 
supplies  the  facts  for  various  ages  and 
plans  we  call  a  "demonstrator."  The 
demonstrator  for  our  basic  presenta- 
tion for  instance  makes  it  possible  for 
the  newest  trainee  to  tell  the  "sAveetest 
life  insurance  story"  ever  told,  using 
the  same  words  and  pictures — though 
different  figures — to  describe  in  detail 
any  one  of  16  different  policy  con- 
tracts. Even  as  the  salesman,  new  or 
old,  talks,  he  can  read  and  quote  about 
50  figures  for  any  one  age  and  for 
each  of  15  insurance  plans  to  illustrate 
just  what  will  happen  under  a  par- 
ticular   plan    should    the    prospective 


Home  Life's 

Management  Development  Program 

Gateway  to  Opportunity 


Home  Life  has  embarked  on  an  unprece- 
dented Ten- Year  Plan  for  Building  Business 
Sources.  In  the  next  decade,  a  tripling  of  its 
sales  force  will  spark  an  appropriate  expansion 
of  its  home  office  staff  to  meet  resulting  business 
growth. 

The  company  recognizes  the  importance  of 
qualified  management  personnel  in  the  success  of 
this  plan  of  expansion.  We  need  to  find  men  with 
management  potential,  train  them,  and  advance 
them  as  swiftly  as  possible  to  positions  of  responsi- 
bility. Our  "Management  Development  Program" 
was  established  for  this  purpose. 

In  Sales:  During  the  next  ten  years  Home  Life 
will  need  55  new  agency  managers  throughout  the 
United  States.  Under  the  Management  Develop- 
ment Program,  the  college  graduate  is  assigned  to 
an  agency  as  a  Management  Trainee.  He  then  ad- 
vances to  Management  Assistant.  After  receiving 
thorough  grounding  in  life  insurance  and,  later,  in 


sales,  he  becomes  an  Assistant  Agency  Manager. 
And,  just  as  fast  as  his  capabilities  permit,  he  is 
advanced  to  either  the  management  of  his  own 
agency  or  a  sales  management  post  in  the  home 
office. 

In  the  Home  Office:  Life  insurance  utilizes  a  wide 
range  of  abilities.  The  administrator,  mathema- 
tician, lawyer,  methods  analyst,  physician,  econ- 
omist— all  have  important  roles  to  play.  As  Home 
Life  expands,  so  does  the  need  for  management 
personnel  in  these  fields.  Under  the  Management 
Development  Program,  college  graduates  join  the 
company  as  college  trainees.  They  receive  spe- 
cialized training  and  are  advanced  to  positions 
they  are  best  qualified  for. 

The  next  ten  years  promise  to  be  a  period  of 
exciting  progress  at  Home  Life.  For  the  career- 
minded  college  graduate,  the  Management  Devel- 
opment Program  is  indeed  a  "gateway  to  oppor- 
tunity." 


HOME    LIFE    INSURANCE    COMPANY 

256   BROADWAY,    NEW    YORK    8,    N.Y. 
'A  Company  of  Opportunity' 
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buyer  need  money,  lose  his  health,  grow 
old  or  die.  Reading  and  quoting  the 
figures  as  he  talks,  the  newest  trainee 
will  literally  have  given  each  potential 
buyer  more  detailed  information  about 
the  particular  policy  illustrated  than  a 
Chartered  Life  Underwriter  could  pre- 
pare in  his  office  if  he  worked  at  it  all 
day  long. 

With  such  equipment  a  trainee  and 
his  trainer  can  predict  with  surprising 
accuracy  what  will  result  from  a  given 
amount  of  "foot  and  mouth"  work. 
At  least  the  trainee  can  know  what  his 
results  should  be.  If  then  results  are 
not  as  predicted,  he  can  be  helped  to 
locate  his  trouble.  Field  observation  by 
the  trainer  while  the  trainee  follows  a 
prescribed  pattern  will  usually  make 
the  particular  difficulty  quite  apparent. 

Back  in  1931,  when  we  developed 
our  first  organized  training  pattern, 
new  men  closed  an  average  of  one  sale 
in  every  seven  new  prospects  to  whom 
the  presentation  was  made.  As  the 
plan  was  refined  over  the  years,  this 
closing  ratio  was  progressively  im- 
proved until  today  a  seasoned  trainee 
can  be  quite  sure  of  one  sale  in  five 
presentations.  Good  men  will  average 
one  sale  in  each  three  presentations  to 
new  prospects. 

Similarly  earnings  can  be  predicted, 
the  average  commission  per  sale  being 
surprisingly  uniform  where  a  uniform 
selling  pattern  is  followed.  Inciden- 
tally, our  average  commissions  per  sale 
have  increased  about  a  fifth  in  the  last 
five  years. 

It  will  be  obvious  that  as  the  sea- 
soned trainee  continues  his  general 
study  of  salesmanship  and  of  life  in- 
surance, he  may  well  develop  a  final 
selling  pattern  all  his  own.  He  may 
ultimately  go  into  some  specialized 
field,  such  as  programming,  business 
insurance,  corporate  pension  plans,  etc. 
But  as  a  beginner,  he  has  a  way  to 
move  rapidly  into  almost  immediate 
production. 

Let's  retrace  our  steps  for  a  mo- 
ment. At  the  beginning  it  was  stated 
that  a  training  program  involves  three 
things — the  imparting  of  knowledge, 
the  development  of  selling  skills  and 
the  cultivation  of  work  habits.  Each  is 
essential  to  the  program.  We  come 
now  to  a  phase  of  the  job  on  which  too 
much  emphasis  could  not  be  put — the 
imperative  matter  of  establishing 
sound  work  habits.  The  most  compre- 
hensive knowledge  of  life  insurance 
and  of  a  company's  peculiar  Services 
on  one  hand,  and  Selling  Skills  of 
finest  quality  on  the  other  mean  noth- 
ing, unless  and  until  they  are  put  vig- 
orously and  consistently  to  work.  So 
the  training  pattern  must  also  provide 
a  way  for  the  trainee  to  develop  pros- 


pects for  each  sales  presentation  he 
will  use.  Then  it  must  give  him  the 
standards  by  which  he  can  determine 
in  advance  how  many  such  prospects 
he  must  have  and  see  day  by  day  and 
week  after  week  to  earn  the  income 
needed  to  keep  him  in  the  business,  or 
to  satisfy  his  ambitions. 

Here  organized  procedures  and 
memorized  presentations  may  prove 
their  greatest  value.  Only  when  you 
know  in  detail  precisely  what  a  "pros- 
pect" is  and  exactly  what  a  "sales  pres- 
entation" means,  and  on  the  average 
what  income  should  result  from  a  spe- 
cific, clearly-defined  activity,  only  then 
can  you  intelligently  set  up  a  day's, 
a  week's,  a  month's  and  a  year's  work 
in  terms  of  "hoof  and  mouth"  activity. 
And  without  such  daily,  weekly,  month- 
ly, yearly  measures,  Ave  go  back  to  the 
old,  disheartening  and  senseless  proc- 
ess of  muddling  through.  Self  dis- 
cipline in  this  matter  is  one  thing  that 
the  trainee  must  apply  to  himself. 

But  with  organized  methods  of  con- 
ducting specific  activities  with  which 
to  measure  results — and  indirectly  but 
almost  infallibly  to  measure  actual  ac- 
tivity too — the  trainee  can  be  given 
the  urge  that  comes  from  being  con- 
stantly aware  that  if  he  skips  one  of 
the  bases,  the  umpire  will  almost  sure- 
ly call  him  out.  And  the  best  of  us 
need  that  still  voice  now  and  then  to 
keep  us  going  squarely  down  the  mid- 
dle of  the  road.  Organized  selling  pro- 
cedures as  an  integral  part  of  a  train- 
ing program  provide  a  built-in  work- 
habit  cultivator  that  supplies  the  basis 
for  reducing  sound  work  habits  to 
routine.  The  trainee  must  be  brought 
to  realize  that  he  is  never  really  work- 
ing unless  he  is  in  a  prospect's  pres- 
ence or  on  the  way  to  one.  Work  hab- 
its will  in  the  last  analysis  determine 
the  success  or  failure  of  any  training 
program. 

This  implies  of  course  that  the  train- 
er will  help  the  trainee  set  up  his  own 
individual  schedule  for  doing  an  honest 
day's  work.  In  each  day's  routine  there 
will  be  included  a  study  hour,  a  mini- 
mum number  of  foot-hours  on  the 
street,  the  making  of  a  minimum  num- 
ber of  new  calls  and  of  organized 
presentations,  the  keeping  of  adequate 
records,  with  periodic  analysis  of  re- 
sults, and  so  on. 

In  a  word,  if  the  training  program 
results  in  the  trainee's  acquiring  the 
needed  knowledge — three  ways — and  if 
it  develops  sufficient  selling  skills,  and 
if  it  induces  self-discipline  resulting  in 
good  work  habits,  the  training  pro- 
gram should  succeed.  If  we  just  didn't 
have  to  deal  with  human  beings,  the 
job  would  be  a  cinch.  But  then  it 
would  not  be  a  challenge.  It  would  not 


pay  off  either  in  money  or  in  human 
satisfactions.  And  it  wouldn't  be  any 
fun  either. 

We  come  now  to  the  key  to  the  lock, 
the  catalyst  in  the  program,  or  what- 
ever you  may  like  to  call  it.  A  training 
program  based  on  organized  sales  pres- 
entations is  foredoomed  to  failure  if 
it  assumes  that  the  trainer  will  do  his 
coaching  in  the  office.  The  training  pat- 
tern must  include  proving  to  the 
trainee  that  the  overall  program  can 
in  fact  be  followed  out  in  its  entirety 
and  from  day  to  day.  Only  demonstra- 
tion on  the  street  in  front  of  the  same 
kind  of  prospect  that  the  trainee  will 
later  see  alone  can  get  that  job  done. 
Showing  the  trainee  from  a  swivel 
chair  how  the  thing  should  work,  how 
and  when  to  use  his  visualizer  and 
demonstrator,  etc.,  is  one  thing.  Actu- 
ally using  these  tools  over  and  over  in 
front  of  prospect  till  the  observing 
trainee  itches  to  take  over  himself  is 
quite  another  matter.  Unless  the 
trainer  is  willing  to  pay  the  price  in 
such  on-the-ground,  man  to  man  coach- 
ing, in  all  probability  an  organized 
training  pattern  should  not  be  at- 
tempted. 

Laying  out  and  testing  an  organ- 
ized training  pattern  involves  expendi- 
ture of  real  money.  And  remote  con- 
trol in  its  application  is  not  likely  to 
make  the  investment  pay.  Here  is 
where  many  an  organized  training  pat- 
tern based  on  memorized  presentations 
may  break  down.  The  pattern  may  be 
superb.  But  the  trainee  must  see  it 
work  and  be  shown  on  the  job  that  he 
can  do  it. 

Let's  go  back.  There  are  four  essen- 
tial elements  in  any  training  program : 
selection,  training,  supervision,  motiva- 
tion. Of  course  unless  we  select  a 
trainee  with  a  high  potential  or  at 
least  a  fairly  good  one,  all  our  efforts, 
whatever  the  pattern,  will  likely  be 
wasted.  The  old  adage  about  "making 
a  silk  purse  out  of  a  sow's  ear"  is  cer- 
tainly true  here.  And  given  good  se- 
lection we  must  also  remember  that 
however  adequate  the  training  pro- 
gram, the  trainee  will  have  to  be  con- 
tinuously supervised  and  vigorously 
motivated.  So  the  trainer  has  a  man- 
killing  task,  replete  with  deep  human 
satisfactions  when,  with  an  individual 
trainee,  he  succeeds  in  getting  the  job 
done. 

*      *      * 


(1)  Research  and  Review — "Introduction 
to  Life  Underwriting,''  "Career  Course," 
"Business  Insurance  and  Tax  Course." 
"Diamond  Life  Bulletins."  LUTC  Classes. 
Stud)-  for  the  CLU  Degree.  Campus 
courses  at  Purdue,  and  Southern  Method- 
ist. And  other  such  sources  of  informa- 
tion too  numerous  to  mention. 
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PROFESSIONAL    "MONEY    DOCTORS'" 


BY   DAVIS  W.  GBEGG 


President  of  the  American  College  of  Life  Underwrit- 
ers. Dr.  Gregg  has  a  BBA  degree  from  the  University 
of  Texas  and  MBA  and  PhD  degrees  in  economics 
from  the  University  of  Pennsylvania.  He  has  edited 
several  college  insxirance  textbooTcs,  and  has  been  a  pro- 
fessor of  insurance  at  Ohio  State  University  and  the 
Graduate  School  of  Business  at  Stanford. 


Jesse  Jones,  the  late  great  Texas  finan- 
cier, was  dubbed  "America's  Money 
Doctor"  in  the  1930's.  He  gained  this 
colorful  title  by  successfully  and 
soundly  lending  hundreds  of  millions 
of  government  dollars  to  stricken  busi- 
ness men  during  the  Depression. 

Many  of  today's  college  men  have 
the  opportunity  to  become  "money 
doctors"  in  another  sense — and  spend 
a  satisfying  and  profitable  lifetime 
ministering  to  the  financial  health  of 
individuals,  families  and  businesses. 
To  those  who  qualify,  a  career  as  a 
professional  life  underwriter  offers  ad- 
vantages matched  by  few  other  call- 
ings. For  those  who  "walk  the  extra 
mile"  and  earn  the  professional  desig- 
nation of  Chartered  Life  Underwriter 
(CLU),  the  chance  of  financial  and 
vocational  success  is  greatly  magni- 
fied. 

"Don  Moore,"  BS,  '52,  made  up  his 
mind  as  a  sophomore  that  he  wanted 
to  make  a  career  of  life  insurance.  He 
took  several  insurance  courses  in  his 
junior  and  senior  years  and  during  the 
summer  before  he  graduated  he  worked 
in  a  life  insurance  agency  to  learn 
something  about  the  business.  He  start- 
ed his  full-time  life  underwriting  ca- 
reer mi  -June  16,  1952. 

In  June  1953,  Don  took  two  of  the 
live  CLU  examinations,  flunked  one 
and  passed  one.  In  1954  he  sat  for  two 
exams  and  passed  both.  In  1955  he 
passed  the  last  two  exams  and  received 
his  diploma  at  the  National  Confer- 
ment in  August. 

Don  had  little  trouble  meeting  the 
business  experience  requirements  for 
the  award  of  the  Chartered  Life  Un- 
derwriter designation.  He  had  gotten 
a  fine  start  in  his  first  year,  earning 
nearly  $5,000  in  initial  commissions 
plus  substantial  deferred  commissions. 
In    his    next   year    he    upped    his    cash 


income  to  nearly  $8,500  and,  in  1955, 
he  reached  the  magical  figure  of 
$1,000,000  production  and  earned  a 
cash  income  of  $15,500.  All  the  while 
his  production  was  increasing,  Don 
was  studying  CLU  courses  and  learn- 
ing better  his  job  of  "money  doctor." 

No  one  familiar  with  Don's  success 
story  would  believe  that  he  started  his 
life  insurance  career  with  a  substantial 
handicap.  You  see,  his  girl's  father 
had  not  liked  the  idea  of  his  son-in- 
law  being  a  life  insurance  salesman. 
He  had  discouraged  Don  by  talking, 
not  too  subtly,  about  "door-bell  ring- 
ing" and  "peddling."  Don  persisted  in 
his  intentions  not  only  to  marry  the 
girl  but  also  prove  his  father-in-law 
wrong  about  his  choice  of  career.  In 
three  years  he  won  the  girl  and  the 
respect  of  his  "in-laws." 

Don  knew  what  he  wanted  in  a  job. 
He  particularly  wanted  the  opportu- 
nity for  an  "outside"  job  which  would 
not  keep  him  chained  to  a  desk  for 
forty  hours  a  week.  He  wanted  to 
meet  and  talk  with  people.  He  wanted 
to  feel  that  what  he  was  doing  was  a 
service  to  those  he  came  in  contact 
with  and  to  humanity  as  a  whole — and 
he  wanted  the  prestige  associated  with 
work  of  service.  He  wanted  an  oppor- 
tunity to  set  his  own  pace.  He  wanted 
to  be  able  to  play  golf  on  a  weekday 
afternoon  if  he  chose  and  he  wanted 
to  hunt  and  fish  for  a  few  days  when 
he  chose.  Most  of  all,  Don  wanted  an 
opportunity  to  make  money  at  a  rate 
which  he  himself  would  set.  Don  sin- 
cerely believed  that  some  form  of  sell- 
ing activity  was  his  forte,  and  he  was 
convinced  that  professional  life  under- 
writing met  all  his  requirements  of  an 
ideal  job. 

In  three  short  years  of  hard  work 
and  tremendous  results,  Don  learned 
what  it  meant  to  be  a  financial  coun- 


selor— a  "money  doctor."  He  got  a 
great  kick  out  of  helping  young  busi- 
ness men,  young  lawyers  and  young 
doctors  begin  to  make  sense  out  of 
their  personal  financial  planning.  He 
helped  them  see  their  needs  for  a  life 
insurance  estate  and  an  investment 
estate.  Young  as  he  was  he  had  the 
understanding  of  his  job  that  bred 
confidence  of  his  clients  in  his  recom- 
mendations. 

Don  didn't  begin  to  mature  as  a  life 
underwriter  (and,  in  a  sense,  as  a  man) 
until  he  had  his  first  death  claim — un- 
expected, sudden  and  shocking.  A 
young  intern  with  two  days  off  from 
his  hospital  took  his  wife  and  2-year 
old  son  to  the  seashore.  The  young 
doctor  drowned.  Don  sat  with  the  doc- 
tor's widow  and  her  mother  and  helped 
them  plan  the  payments  of  debts  and 
the  flow  of  income  from  the  modest 
amount  of  life  insurance  he  had  been 
able  to  purchase.  Shortly  after,  Don, 
now  the  father  of  a  young  daughter, 
saw  to  it  that  his  own  insurance  pro- 
gram Avas  reviewed  and  increased. 

Don  also  learned  after  a  couple  of 
years  that  life  underwriting  had  an 
entirely  new  dimension.  He  began  to 
learn  something  of  a  great  potential 
of  sales  and  service  as  a  member  of  a 
team  of  business  financial  counselors. 
Through  Don's  initiative,  the  father  of 
a  fraternity  brother  working  with  Don, 
his  lawyer  and  his  CPA  set  up  an 
orderly  plan  to  dispose  of  a  substan- 
tial business  interest  upon  his  death. 
The  case  benefitted  Don's  poeketbook 
through  commissions  he  realized  on  the 
life  insurance  used  in  the  plan.  Even 
more  important,  Don  earned  the  re- 
spect of  everyone  involved  in  the  case 
and,  as  a  result,  has  become  the  bene- 
ficiary of  a  growing  list  of  referred 
business  prospects.  Just  over  three 
years  in  the  business  and  Don  has  a 
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The  CLU,  a  professional  money  doctor,  nurtures  and  protects  his  client's  estate. 


reputation    as    a    competent    "business 
money  doctor!" 

Yes,  had  Don's  father-in-law  known 
at  the  outset  some  of  the  facts  about 
career  life  underwriters,  he  would  have 
been  proud  to  see  him  choose  that 
vocation.  Had  he  known  for  example : 

....  that  90  per  cent  of  all  the 
6,000  Chartered  Life  Under- 
writers are  college  men. 

....  that  to  earn  the  right  to 
use  "CLU"  an  underwriter  must 
pass  a  series  of  stiff  college- 
level  written  examinations  on 
law,  estates  and  trusts,  taxation, 
economics,  personal  and  busi- 
ness finance  as  well  as  social, 
property,  health  and  life  insur- 
ance. 


....  that  If)  out  of  20  Char- 
tered Life  Underwriters  make 
a  lifetime  career  of  life  insur- 
ance. 

....  that  Chartered  Life  Un- 
derwriters rank  above  most  pro- 
fessional groups  in  earnings, 
with  a  median  annual  income  in 
1955  of  about  +17,000. 
....  that  CLU's  are  commu- 
nity leaders  in  the  finest  sense 
of  that  term  and  have  earned  as 
a  group  and  individually  the  re- 
spect of  their  fellow  citizens. 
....  that  every  CLU  subscribes 
to  the  following  golden  rule  of 
business  conduct:  "I  shall  in  the 
light  of  all  the  circumstances 
surrounding'  my  client,  which  I 


shall   make   every   conscientious 
effort  to   ascertain    and   to   un- 
derstand, give  him   that  service 
which,  had   I   been    in   the   same 
circumstances,  1  would  have  ap- 
plied  to   myself." 
A  new  profession   lor  college  men  is 
growing  up.   Our  friend,   Don,  only  a 
recent  college  graduate,  is  already  tast- 
ing the  fruits,  material  and  otherwise, 
of   serving  as   a    personal,   family   and 
business    financial    counselor,    lie    is    a 
professional    "money   doctor"    for   life. 
For   the   young  man    with    ambition, 
imagination,  and  the  will  to  serve,  life 
underwriting   personifies    "opportunity 
unlimited."    Dr.    S.    S.-  ("Sunny    Sol"") 
Huebner,    internationally    known    pro- 
fessor emeritus  of  the  Wharton  School 
of  Finance  and  Commerce,  said  it  this 
way  20  years  ago : 

"Universities  should  be  anxious 
to  see  their  graduates  placed  in 
callings  which  cover  a  vital  so- 
cial need,  which  afford  ample 
opportunity  for  creative  en- 
deavor, which  are  not  likely  to 
be  displaced  by  some  other  com- 
petitor, and  which  give  promise 
of  a  decent  compensation  com- 
mensurate with  effort.  Life  un- 
derwriting as  a  career  meets  all 
of  these  conditions." 
What  greater  promise  could  any  red- 
blooded,  far-sighted  college  senior  ex- 
pect in  his  professional  life? 


Unusual  Opportunity  for  6  Men 

Sales  Management  Training  Program 


/Connecticut  Mutual  conducts  its  sales  ac- 
tivities through  81  offices  headed  by 
General  Agents.  In  addition  to  being  sales 
managers,  they  represent  the  Company  in 
all  insurance  matters  in  their  communities. 
They  are  men  of  broad  executive  ability 
and  enjoy  excellent  incomes.  Our  Sales 
Management  Training  Program  (limited  to 
6  men  per  year)  prepares  men  to  be  Gen- 
eral Agents. 

This  training  program  is  outlined  in  our 
booklet  "Sales  Management  Training  Pro- 
gram and  Other  Career  Opportunities  for 
College  Graduates."    Starting  with  an  in- 
tensive four-month  period  in  the  Home  Office  (pic- 
tured here)  each  part  of  the  program  is  designed  to 
develop  initiative,   sales  ability,   executive  judgment 
and  basic  self-confidence. 

Other  Opportunities,  Including  Actuarial 

We  also  have  attractive  opportunities  in  sales  work 
(which  may  also  lead  to  sales  management)  and  in 


various  administrative  departments  in  Hartford.  We 
are  particularly  interested  in  talking  with  mathematics 
majors  about  opportunities  as  Actuarial  Trainees. 

How  to  Apply 

Write  Horace  R.  Smith,  Superintendent  of  Agencies, 
for  a  booklet  giving  details  and  an  application  blank. 
A  personal  interview  will  then  be  arranged. 


The  Connecticut  ^Kutual 

LIFE  INSURANCE  COMPANY  •  HARTFORD 


PUBLIC 


RELATIONS 


BY  EDWIN  W.  ORAIG 


Chairman  of  the  Board  of  the  National  Life  $  Acci- 
dent Insurance  Company.  Mr.  Craig  has  been  with  Na- 
tional Life  4~  Accident  since  1913,  and  has  filled  every 
field  -position  and  nearly  every  home  office  position  in 
the  firm  since  that  time.  He  is  a  graduate  of  Fanderbilt 
V  Diversity 


Life  insurance  is  in  the  vanguard  of 
the  organized  public  relations  efforts 
of  American  business  and  industry.  An 
effective  job  of  developing  good  public 
relationships  is  under  way  in  the  busi- 
ness today,  both  at  the  institutional 
level  and  the  individual  company  level 
— and  even  throughout  the  ranks  of 
field  men  and  technical  experts,  who 
have  their  special  interests  and  special 
organizations  to  watch  over  those  in- 
terests. 

It  was  a  good  20  years  ago  that  a 
representative  group  of  far-seeing  life 
insurance  executives  decided  to  explore 
the  advisability  of  moving  into  public 
relations  on  the  institutional  level. 
There  was  little  organized  public  rela- 
tions work  under  way  in  those  days. 
There  were  as  yet  no  public  relations 
associations,  and  few  businesses  had 
full-fledged  departments  functioning 
in  this  field.  And  yet  there  was  an  ap- 
parent need  of  some  direction  in  this 
area,  as  business  generally  had  just 
taken  ;i  drubbing  in  public  opinion 
from  the  disastrous  effects  of  the  1929 
depression. 

Rightly  or  wrongly,  business  had 
been  given  a  sizable  share  of  the  blame 
for  the  economic  collapse  of  those  early 
1930's.  Furthermore,  business  was  be- 
ing held  responsible  in  public  opinion 
for  much  more  of  the  economic  and 
social  operations  of  the  community 
than  business  had  previously  regarded 
as  its  province.  It  was  becoming  quite 
widely  recognized  that,  if  business  was 
to  recover  public  good  will  and  reas- 
sume  its  position  of  leadership  in  the 
whole  range  of  community  affairs,  it 
must  make  good  on  this  new  form  of 
responsibility  for  good  business  citi- 
zenship, and  must  make  an  organized 
effort  to  explain  itself  and  keep  cur- 
rent in  the  public  mind.  Also  it  was 
going  to  have  to  do  more  of  the  things 


that  could  be  clearly  recognized  as  in 
public  interest  and  be  certain  that  less 
and  less  was  done  in  the  category  that 
might  be  viewed  as  not  in  public  in- 
terest. 

Life  insurance,  of  course,  as  a  part 
of  the  business  world,  came  in  for  a 
share  of  this  critical  viewpoint.  In  fact, 
life  insurance  came  in  for  a  consid- 
erable amount  of  criticism  in  those 
days  for  the  primary  reason  that  it 
was  a  technical  business  not  widely  un- 
derstood by  the  man  in  the  street. 

Fortunately,  life  insurance  had  come 
through  the  dark  financial  days  of  the 
1930's  with  an  enviable  record  of  sta- 
bility and  integrity,  so  that  it  was  an 
excellent  base  upon  which  to  build.  But 
some   organized   building   Avas   needed. 

It  was  in  this  atmosphere,  and  to 
meet  a  growing  need  for  better  service 
and  performance  in  the  public  interest, 
that  the  Institute  of  Life  Insurance 
was  formed  in  1939,  one  of  the  earliest 
institutional  efforts  in  the  field  of  pub- 
lic relations. 

The  Institute's  objective  was  to  tell 
the  story  of  life  insurance  to  the  pub- 
lic, so  that,  shorn  of  technicalities,  its 
principles  and  processes  could  be  un- 
derstood ;  and  to  interpret  public  opin- 
ion and  public  needs  to  the  business, 
so  more  of  those  things  could  be  done 
that  the  public  wanted  done. 

For  seventeen  years,  this  story  of 
life  insurance,  a  continuing  progress 
report  on  this  great  institution  of  fam- 
ily financial  protection,  has  been  car- 
ried to  the  public  through  every  con- 
ceivable medium  of  communication. 
And   this  has  been  an  effective  story. 

The  net  result :  every  survey  of  con- 
sumer opinion  made  in  recent  years 
has  shown  life  insurance  at  or  near  the 
top  in  public  appreciation  and  under- 
standing. So  effective  has  been  this 
demonstration    of    public    relations    at 


work  that  many  other  businesses  have 
come  to  the  Institute  to  seek  a  pattern 
for  similar  institutional  efforts. 

At  the  Institute  there  is  a  staff  of 
nearly  100  people  devoting  their  entire 
time  to  setting  this  pattern  for  good 
public  relations  for  the  life  insurance 
business.  Recognizing  that  the  public 
is  not  one  great  mass  of  people,  but 
a  composite  of  many  publics,  each  with 
special  interests,  the  Institute's  efforts 
have  been  channeled  to  these  individ- 
ual publics,  as  well  as  to  the  mass 
public. 

One  of  the  primary  understandings 
at  the  institute  from  the  outset  was 
that  public  relations  is  chiefly  a  matter 
of  progress  on  Main  Street.  The  pat- 
tern may  be  set  for  the  business  at  the 
institutional  level,  and  a  central  source 
of  information  established  for  the  busi- 
ness, but  the  real  building  of  public 
relations  will  always  stem  from  the 
words  and  actions  of  those  in  the  in- 
dividual companies  and  in  the  agency 
offices  throughout  the  country.  Per- 
formance makes  up  90  percent  of  all 
public  relations,  and  performance  is 
the  responsibility  and  problem  of  the 
individual  company  and  individual 
worker  in  the  business. 

Hence  a.  vital  part  of  the  forward 
public  relations  job  of  the  life  insur- 
ance business,  even  the  activities  at 
the  Institute,  has  been  to  stimulate  the 
companies  and  the  associations  and 
the  groups  of  individuals  in  the  busi- 
ness to  become  public  relations  mind- 
ed, and  organize  their  own  thinking 
and  activities  along  these  lines. 

As  a  result,  most  life  insurance  com- 
panies today  have  public  relations  di- 
rectors, endeavoring  to  tie  their  efforts 
in  with  the  national  program  and 
build  up  public  relations  for  the  busi.- 
ness  and  every  one  in  it  at  the  com- 
pany level.  A  growing  tendency  among 
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the  companies  is  to  establish  these  pub- 
lic relations  men  at  the  management 
level.  Many  of  them  are  company  offi- 
cers and,  even  where  they  are  not  offi- 
cers, there  is  a  tendency  to  include 
them   in   top   management  conferences. 

It  has  been  particularly  fortunate 
that  the  public  relations  of  the  busi- 
ness has  been  as  well  organized  as  it 
is,  for  it  has  given  the  company  op- 
erations the  balanced  approach,  and 
not  some  weighted  approach.  That  is, 
all  too  often,  companies  entering  pub- 
lic relations  consider  one  specialized 
phase  of  the  work,  such  as  publicity 
or  advertising  or  correspondence  or 
company  practices,  and  make  that 
specialty  the  main  substance  of  the 
overall  program.  The  life  insurance  ap- 
proach, however,  has  been  to  view  this 
activity  as  a  balanced  program  of  re- 
lationships with  the  public,  taking  into 
account  every  area  of  specialized  ef- 
fort— advertising,  publicity,  planning, 
human  relations,  community  relations 
— even  including  the  all-important  area 
of  inside  public  relations." 

As  a  result,  we  find  that  companies 
with  well-oi'ganized  public  relations 
programs  have  the  director  of  the  ac- 
tivity sitting  in  on  all  important  plan- 
ning sessions  within  the  company, 
.whether  it  be  the  matter  of  policy  con- 
tracts, forms  going  to  the  public,  sell- 
ing methods,  investment  policies,  ac- 
tual advertising  or  publicity  or  any 
other  detail  in  the  entire  range  of  daily 
work.  It  is  well  recognized  that  every 
point  of  public  contact  is  the  nesting 
place  for  public  relations  of  some  sort 
— if  the  contact  be  good,  the  ensuing 
relations  will  be  good,  and  if  the  con- 
tact be  less  fortunate,  the  contribution 
to  public  relations  will  be  less  happy. 

Nor  have  the  public  relations  activi- 
ties been  confined  to  the  institutional 
program  and  the  company  action. 
Throughout  the  ranks  of  the  business, 
there  has  grown  up  a  considerable  pub- 
lic relations  consciousness,  with  the  re- 
sult that  most  of  the  associations  are 
operating  mindful  of  this  important 
aspect. 

The  agents,  who  in  the  final  analysis 
represent  one  of  the  most  vital  points 
of  public  contact,  almost  the  only  one 
for  many  people,  are  more  and  more 
thinking  of  the  things  which  make  for 
good  public  relations,  and  in  their  na- 
tional association  they  have  a  director 
of  public  relations  constantly  at  work 
on  this  problem. 

Likewise,  we  find  the  actuaries  of  the 
business  ever-mindful  of  public  opin- 
ion, and  calling  upon  the  public  rela- 
tions arm  of  the  business  for  aid  in 
making  their  inter-company  reports 
and  handling  their  meetings.  We  find 
the  investment  experts,  the  legal  minds, 
the  statistical  and  accounting  people, 
the  head  office  underwriters,  the  medi- 


cal men  in  the  business — practically 
every  specialized  effort  is  today  taking 
action  and  voicing  opinions  with  a 
mind  to  what  is  best  in  the  public  in- 
terest, and  what  will  contribute  most 
to  shaping  ever  better  public  relations. 
The  j^ublic  relations  man  is  truly  a  part 
of  the  management  team. 

All  of  this  points  to  good  and  in- 
creasing opportunities  for  public  rela- 
tions men  and  women  in  the  life  insur- 
ance business.  The  young  man  coining 
out  of  college  today,  with  the  ambition 
of  a  career  in  public  relations,  can  very 
likely  find  opportunity  at  either  the 
company  or  the  institutional  level.  Or 
if  he  is  not  quite  convinced  of  a  whole- 
time  career  in  public  relations,  but  is 
seeking  a  specialized  technical  career 
where  public  relations  is  thoroughly 
recognized  and  at  work,  here  again  he 
can  look  with  interest  to  the  life  insur- 
ance business.  For  life  insurance  today 
is  in  the  forefront  of  the  organized 
public  relations  efforts  of  American 
business  and  industry. 

Being  one  of  the  newer  develop- 
ments in  company  organizational  struc- 
tures, the  opportunities  are  especially 
bright.  More  and  more  companies  are 
stepping  into  specialized  public  rela- 
tions work ;  more  and  more  of  them 
are  moving  their  public  relations  men 
up  to  official  status ;  more  and  more  of 
the  public  relations  programs  are  ex- 
panding to  permit  of  increased  per- 
'  sonnel  devoting  their  time  to  this  phase 
of  the  business. 

There  is  one  thing  that  we  in  the 
life  insurance  business  have  discovered 
as  pioneers  in  public  relations  work : 
that  is  the  timeless  nature  of  the  work. 

Here  is  an  activity  that  will  never 
cease.  Its  future  is  only  up  to  a  still 
higher  plane.  Public  relations  is  some- 
thing that  is  never  completed.  It  is  not 
a  job  that  can  be  wrapped  up  and 
stored  away,  marked  "finished."  The 
job  is  never  finished.  What  we  have 
in  the  way  of  good  public  relations  to- 
day stems  from  what  was  done  yester- 
day by  every  one  up  and  down  the  line 
in  the  entire  business.  And  what  we 
do  and  say  today  is  building  the  pub- 
lie  relations  of  tomorrow.  But  we  can 
never  let  down  in  our  efforts;  rather 
we  must  maintain  and  accelerate  them. 

It  is  for  these  reasons  that  I  think 
we  can  assure  the  young  career-seek- 
ing public  relations  man  that  life  in- 
surance will  be  a  good  business  with 
which  to  become  associated.  Life  in- 
surance is  a  growing  business,  and  will 
continue  to  grow;  public  relations  is  a 
continuing  problem,  and  one  that  will 
probably  gain  and  not  diminish  in  im- 
portance. The  public  relations  man  of 
ten  years  hence  will  hold  an  important 
place  and  perform  a  vital  role  in  the 
life  insurance  business. 
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OF    SUCCESSFUL    SELLING 


BY  JOHN  P.  COSTELLO 


An  agent  for  the  Southwestern  Life  Insurance  Company, 
Mr.  Costello  started  in  flic  home  office  more  than  thirty- 
five  years  ago  and  became  an  assistant  cashier  before 
entering  the  field.  .Mr.  Costello  is  one  of  1lic  most  suc- 
cessful life  insurance  agents  in  the  United  States,  liav- 
ing  produced  well  in  excess  of  one  million  dollars  worth 
of  life  insurance  for  12  consecutive  years. 


In  principle  everyone  is  a  salesman, 
whether  he  makes  his  living  in  the 
world  of  business  or  in  a  profession. 
He  may  sell  his  skill  or  his  knowledge, 
his  services  or  his  personality,  his  idea 
or  his  faith — something-  that  involves 
a  product,  tangible  or  intangible. 

Selling  experience,  I  think,  is  very 
beneficial  to  everyone  whether  he  in- 
tends to  make  a  career  of  it  or  not- 
Having  had  some  successful  selling 
experience,  I  am  of  the  opinion  that 
such  experience  would  help  a  person 
to  become  a  better  doctor,  lawyer,  min- 
ister, educator  or  writer,  since  selling 
is  the  strategy  of  handling  people. 

From  it  you  acquire  a  knowledge  of 
human  nature,  your  own  included. 
Even  while  you  piece  together  the 
viewpoints  and  prejudices  of  all  sorts 
of  people,  you  can  be  learning  your 
own  weaknesses  and  methods  of  eradi- 
cating them,  finding  out  your  faults 
and  toning  them  down,  and,  last  but 
not  least,  developing  the  best  that  is 
in  you. 

One  of  the  best  brief  summaries  of 
life  insurance  was  written  by  the  late 
Darwin  P.  Kingsley,  president  of  the 
New  York  Life  Insurance  Company, 
in  his  book  entitled,  Life  Insurance  is 
Light.  Here  is  his  definition: 

"Life  Insurance  is  a  great  social 
compact    which    merges    the    indi- 
vidual  into   the   mass   and   places 
behind  the  frailty  of  Man,  stand- 
ing     alone,      the      immeasurable 
strength     of     Men,     standing     to- 
gether." 
We  have  in   the  beginning,  then,  a 
business  that  directly  serves  and  con- 
tributes   to    the    social    and    economic 
well-being    of    civilized    man.    But    to 
make  it  function  properly,  to  bring  its 
benefits  to  the  greatest  possible  number 
of    individuals,    requires    a    force    of 


trained  salesmen  dedicated  to  the  cause 
of  distributing  its  product  in  its  vari- 
ous forms. 

We  in  the  business  are  in  agreement 
that  the  salesman  must  like  and  under- 
stand people ;  that  he  must  be  familiar 
with  his  product  and  know  how  to 
adapt  its  various  forms  to  best  serve 
the  needs  of  the  buyer;  he  must  be 
alert  to  the  continuing  changes  in  his 
market  and  new  possible  uses  for  his 
product;  and  he  must  be  possessed  of 
contagious  enthusiasm  and  a  sincere 
desire  to  bring  the  benefits  of  life  in- 
surance to  the  public.  It  goes  without 
saying  that  he  will  at  all  times  conduct 
himself  in   a  manner  above  reproach.. 

The  truly  successful  life  insurance 
man  adds  another  ingredient — the  pro- 
fessional concept.  I  am  not  concerned 
with  whether  life  insurance  as  we  know 
it  is  a  profession,  quasi-profession  or 
business  venture,  but  I  am  convinced 
that  to  be  a  success  in  marketing  its 
product  a  salesman  must  put  service 
above  self. 

The  financial  rewards  for  a  life  un- 
derwriter are  in  direct  l'elation  to  his 
efforts,  knowledge  and  ability,  as  com- 
pensation for  the  business  he  puts  on 
the  books  is  based  on  a  first-year  com- 
mission on  the  new  policy  and  a  series 
of  renewal  or  service  commissions  on 
premiums  paid  in  later  years  by  his 
policyownei-s.  It  is  the  agent's  2>roduc- 
tiveness,  therefore,  which  determines 
his  income,  and  the  lack  of  a  ceiling 
on  his  earnings  makes  it  possible  for 
him  to  rank  with  top  business  execu- 
tives and  professional  men  in  com- 
pensation received. 

It  has  often  been  said  that  life  in- 
surance selling  is  the  "best  paid  hard 
work"  a  man  can  undertake.  The  hard- 
est part  of  that  "hard  work"  is  self- 
discipline,    which    calls    for    rigid    ad- 


herence to  a  plan  of  time-control.  That 
is  the  inevitable  price  of  being  "your 
own  boss"  with  no  time-clock  to  punch. 

New  developments  most  often  origi- 
nate with  the  man  in  the  field,  his  is 
the  opportunity  to  experience  the 
thrill  of  an  inventor  and  the  challenge 
of  an  adventurer.  With  consistent  co- 
operation from  his  company  the  life 
underwriter  can  justly  feel  that  his 
work  contributes  to  the  strengthening 
of  the  American  Way  of  Life. 

It  is  no  wonder,  then,  that  success- 
ful life  insurance  men  are  enthusiastic, 
for  they  have  the  key  by  which  the 
thoughtful  breadwinner  attains  a  de- 
gree of  immortality  by  guaranteeing 
the  financial  security  of  his  family 
beyond  his  own  lifetime.  To  the  innate 
desires  of  man,  life  insurance  has  an 
almost  irresistible  appeal.  Pre-historic 
man  had  three  major  instincts:  (1) 
preservation  of  self  and  family  (from 
beasts  and  marauding  cave  men)  ;  (2) 
acquisition  (have  an  extra  kill  hanging 
in  the  back  of  the  cave)  ;  and  (3)  fear 
of  the  unknown.  These  three  basic  in- 
stincts of  man,  only  slightly  modified 
after  centuries  of  civilization,  are  all 
satisfied  in  men  today  by  life  insur- 
ance. 

Were  it  not  for  the  peculiar  twists 
of  human  nature,  the  wonder  would 
lie  in  the  solemn  fact  that  this  service 
and  these  benefits  have  to  be  sold — 
indeed,  so  rare  is  the  voluntary  pur- 
chaser that  life  insurance  companies 
look  askance  upon  them,  having 
learned  from  experience  that  such  ap- 
plicants generally  come  to  light  only 
after  they  become  poor  insurance  risks. 

The  life  insurance  salesman,  there- 
fore, often  finds  that  he  needs  to  ex- 
ercise his  persuasive  ability  on  the  in- 
different or  biased  prospects,  and  this 
has   tended   to    develop   traits   of   tact 
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and  diplomacy.  Selling  experience  also 
develops  imagination  because  a  suc- 
cessful salesman  must  be  able  to  pic- 
ture himself  in  the  prospect's  position. 

There  are  well-defined  principles 
and  fundamental  laws  in  the  science 
of  selling  and  the  closer  the  salesman 
sticks  to  these  rules  that  are  based  on 
years  of  experience  and  multiplied  by 
thousands  of  examples  the  easier  will  be 
his  job  of  convincing  others.  Steps  in 
this  process  consist  of  gaining  atten- 
tion, developing  interest,  creating  de- 
sire and  getting  action.  Every  begin- 
ning salesman  is  thoroughly  drilled  in 
these  and  other  essentials  in  company 
indoctrination  and  training  schools,  in 
industry-sponsored  study  courses  and 
sales  seminars,  and  in  a  wealth  of  sales 
literature  available  from  many  sources. 
The  willing  and  constant  sharing  of 
ideas  with  fellow  underwriters  dis- 
tinguishes life  insurance  salesmen  from 
tradesmen  in  other  fields,  where  plans 
or  methods  or  discoveries  are  copy- 
righted or  patented  for  the  sole  bene- 
fit of  the  originator.  Instead,  we  freely 
pass  on  our  ideas  for  the  purpose  of 
spreading  life  insurance  protection — 
another  indication  of  the  professional 
attitude  which  prevails  in  this  business. 

The  range  of  appeals  that  can  be 
used  by  the  life  insurance  salesman 
parallels  all  types  of  family  and  spe- 
cial problems  for  which  money  is  the 
solution,  since  life  insurance  is  a  plan 


guaranteeing  future  delivery  of  money 
under  contract  conditions  set  forth  in 
each  policy. 

As  families  or  businesses  grow  in 
number  or  income,  the  market  for  life 
insurance  expands,  which  means  that 
new  needs  arise  for  additional  insur- 
ance. On  the  basis  of  these  simple  facts 
of  life,  a  salesman  is  aided  by  keeping 
in  mind  that  his  principal  stock  in 
trade  consists  of  words  chosen  to  pin- 
point the  hopes,  ambitions  and  pur- 
poses of  each  individual  approach. 

The  portals  to  this  career  stand  wide 
open  at  all  times  for  both  the  new 
salesman  and  the  one  who  has  had 
some  experience.  The  new  agent  is  now 
carefully  selected  by  all  companies  of 
repute  and  he  must  prove  his  mettle 
in  a  series  of  interviews,  aptitude  tests 
and  conferences.  Many  companies  also 
consult  the  wife  of  the  applicant  be- 
fore offering  a  contract,  and  if  con- 
vinced that  a  man  has  the  potential  for 
success  the  better  companies  have 
methods  through  which  they  will  fi- 
nance the  new  man  in  becoming  estab- 
lished in  the  business. 

Good  salesmen  are  always  in  demand 
and  age  is  no  barrier.  If  you  like  peo- 
ple, are  willing  to  work  hard  and  like 
to  render  service  to  others,  you  should 
get  in  touch  with  a  good  legal  reserve 
life  company  and  explore  the  possibili- 
ties of  a  career  for  yourself  in  this 
great  and  exciting  business. 


The  successful  salesman  is  a  many  sided  individual.  To  obtain  prominence 
in  his  field,  to  the  central  ingredient  of  selling  capabilities  he  must 
add,  on  the  one  hand,  social  virtues  with  executive  ability  on  the  other. 

Life,  Accident  and  Sickness 


Ask  about 
Career  Opportunities: 


1.  IN  THE  FIELD  Unlimited 
opportunities  as  a  field  underwriter 
of  life  insurance  for  personal  and 
business  protection,  with  excellent 
possibilities  of  advancing  into  organ- 
ization responsibilities  in  the  field  or 
in  the  Home  Office. 


2.  IN  THE  HOME  OFFICE 

Attractive  opportunities  in  actuarial, 
underwriting  and  investment  depart  - 
ments  which  can  lead  to  challenging 
and  satisfying  executive  positions. 
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BY  CHARLES  N.  BARTON 


President  of  the  Charles  B.  Knight  Agency,  Inc.  Mr. 
Barton  .started  in  the  insurance  business  in  1945.  In 
1.947  and  1948,  he  qualified  for  leadership  quotas  by 
selling  well  over  $500,000  worth  each  near.  He  gradu- 
ated from  Princeton  and  attended  Harvard  Business 
School  until  entering  the  service  in  1942. 


Life  insurance  is,  without  question, 
a  "growth  industry."  Future  expan- 
sion will  be  at  a  much  faster  rate  than 
has  yet  been  developed.  More  and  more 
reliance  is  being  placed  by  the  heads 
of  families  upon  the  product  of  the 
life  insurance  companies  to  provide 
the  financial  requirements  of  their  de- 
pendents. 

The  high  cost  of  current  living  and 
the  tremendous  "bite"  made  by  income 
tax  make  it  practically  impossible  for 
a  man  to  rely  upon  the  slow  growth 
of  savings  and  investments  to  do  the 
job  that  must  be  done.  The  "time"  ele- 
ment has  been  stretched  over  so  many 
future  years  that  only  the  wildest 
gambler  would  dare  hope  that  he 
would  be  given  that  time  to  build  the 
necessary   competence. 

Only  through  the  usage  of  life  in- 
surance can  he  annihilate  the  element 
of  time.  That  is  the  great  line  of  de- 
marcation between  the  life  insurance 
method  and  any  other  plan  of  build- 
ing an  estate.  It  could  well  be  called 
"time  insurance"  instead  of  life  in- 
surance. By  its  use  the  family  man 
knows  that  his  family's  security  is  not 
left  to  the  element  of  chance.  As  Paul 
Speicher  so  well  i:tut  it  "he  creates  an 
estate  which  the  gravedigger's  spade 
cannot  buy." 

This  usage  of  life  insurance  is  today 
universally  accepted  and  recommended 
not  only  by  those  within  the  industry 
but  by  commercial  and  investment 
bankers,  lawyers,  accountants  and  all 
others  who  are  in  the  wide  area  of 
estate  creation. 

Just  as  there  is  today  greater  usage 
for  life  insurance  on  the  life  of  the 
head  of  the  family,  fresher  and  wider 
markets  have  been  opened  in  recent 
years  which  promise  greater  growth 
than  was  ever  dreamed  of  in  the  past. 


The  use  of  life  insurance  for  busi- 
ness purposes  has  expanded  tremen- 
dously. Industry  is  realizing  that  one 
of  its  greatest  investments  is  in  the 
lives  of  their  important  employees — ■ 
key  men  as  they  are  called. 

The  existence  of  this  life  insurance 
adds  strength  to  the  credit  of  the  busi- 
ness since  possible  creditors  know  that 
the  death  of  one  who  contributes  large- 
ly to  the  success  of  the  business  will 
not  result  in  financial  weakness. 

Another  rapidly  growing  use  in 
business  is  by  partnerships  and  close 
corporations.  At  the  death  of  a  partner 
the  partnership  automatically  ceases  to 
exist  until  some  settlement  has  been 
made  between  the  surviving  partner  or 
partners  and  the  heirs  of  the  deceased. 

Because  of  this  the  partners  arrange 
through  a  formal  agreement  that  at 
the  death  of  one  of  them  the  survivors 
will  purchase  his  interest  in  the  part- 
nership for  a  pre-determined  price — 
or  in  accordance  with  a  predetermined 
formula.  Each  partner  in  turn  agrees 
that  should  he  be  the  first  to  die  that 
his  personal  representatives  will  sell 
his  interest  in  the  partnership  for  the 
agreed  price.  This  "partnership  con- 
tinuation plan"  is  finding  a  wider  and 
wider  market,  and  substantial  sums  of 
life  insurance  are  placed  daily  to  meet 
this  requirement. 

Practically  the  same  thing  occurs  in 
(he  case  of  close  corporations.  While 
the  death  of  a  stockholder  does  not 
legally  terminate  the  corporation,  the 
practical  effect  is  almost  the  same.  Not 
only  that,  the  heirs  of  the  deceased 
stockholder  being  now  minority  stock- 
holders can  be  a  very  disturbing  fac- 
tor upon  the  smooth  sea  of  manage- 
ment. The  stockholders  agree,  that  at 
the  death  of  a  stockholder,  either  the 
corporation    itself    or    the    individual 


surviving  stockholders  will  purchase 
his  stock  and  thus  eliminate  the  pos- 
sible interference  of  minority  holders. 

The  greater  interest  in  the  field  of 
employer-employee  relations  has  de- 
veloped a  wide  market  for  insurance 
that  is  wholly  or  partially  financed  by 
the  employer.  Group  insurance,  which 
is  the  baby  of  all  the  various  life  in- 
surance ideas,  has  taken  on  lusty 
growth  and  each  year  advances  to  high 
amounts  that  a  few  years  ago  would 
have   seemed   impossible. 

It  is  generally  accepted  today  tlu.t 
the  welfare  of  an  employee  and  of  his 
family  cannot  be  left  to  the  individual 
himself.  Management  senses  a  moral] 
responsibility — if  not  a  legal  one.l 
Stepping  beyond  the  realm  of  group 
insurance  thousands  of  organizations 
today  have  insured  pension  plans.  The 
payments  from  the  pension  plan  sup- 
plement what  is  provided  by  social  se- 
curity and  make  it  possible  for  man- 
agement to  arrange  an  orderly  retire- 
ment system. 

There  are  many  sidelines  of  these 
group  and  pension  plans  too  numer- . 
ous  to  mention  in  this  particular  ar- 
ticle. One  of  these  is  known  as  de- 
ferred compensation  used  for  an  im- 
portant employee  who,  though  earning 
a  good  salary,  is  not  in  a  position  to 
provide  for  his  family  and  for  himself 
because  of  the  high  impact  of  income 
taxes.  Instead  of  adding  to  his  income 
tax  burden  by  increasing  his  current 
salary,  the  employer  sets  aside  a  fund 
which,  when  the  employee  dies,  or  if 
he  lives  to  retirement,  will  provide 
money  in  the  one  case  for  his  family 
and  in  the  other  case  for  him. 

Another  comparatively  new  but  im- 
portant market  for  life  insurance  is 
known  as  "juvenile"  coverage.  Not  too 
long  ago  it  was  impossible  to  launch  a 
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youngster  on  the  acquisition  of  an  in- 
surance estate  until  he  reached  age 
ten.  Today  thinking  parents  can  start 
their  children  on  the  right  foot  by  in- 
suring them  right  after  they  are  born. 

It  is  the  combination  of  all  these 
things  that  makes  it  proper  to  call  the 
life  insurance  business  a  "growth  in- 
dustry." 

The  current  expansion  of  the  life  in- 
surance companies  would  be  greatly  en- 
hanced if  it  were  not  for  the  crying 
need  for  well  trained  agents  and  the 
still  greater  one — for  capable  man- 
agers and  general  agents.  The  latter 
need  comes  first  since  the  selection  and 
training  of  the  agent  is  one  of  the 
most  important  jobs  of  the  manager. 

The  companies  are  well  aware  of  this 
and  are  continuously  scouting  for  good 
managerial  material.  The  building  of 
the  agency  sales  force  must  follow — 
not  precede  the  appointment  of  the 
manager. 

The  right  man,  sitting  in  the  man- 
ager's seat,  can  carve  for  himself  a 
fascinating  and  lucrative  career.  His 
financial  award  is  directly  tuned  to  his 
success.  He  does  not  have  to  wait  for 
those  ahead  to  step  aside  to  make 
room  for  him. 

What  are  the  attributes  of  a  good 
agency  manager?  He  must  be  the  sort 
of  a  man  who  commands  respect — not 
only  of  his  own  agency  force  but  of 
others  in  his  community.  He  must  take 
an  active  part  in  the  local  Life  Under- 
writers' Association.  He  should  be  in- 
terested in  and  contribute  time  and 
effort  to  civic  enterprises  such  as  boy 
scouts,  charity  drives,  etc.  He  should 
be  a  man  who  likes  people  and  can 
get  along  well  with  those  in  all  walks 
of  life.  He  should  be  a  fair  public- 
speaker  and  have  plenty  of  materia] 
in  and  out  of  his  business  to  discuss. 

He  must  keep  himself  particularly 
well  posted  on  changes  and  personali- 
ties in  the  life  insurance  business.  He 
must  be  quick  (but  not  too  quick)  to 
make  decisions.  He  should  be  as  good 
a  listener  as  a  talker.  Not  only  does 
he  need  to  be  a  good  salesman  but  he 
should  have  the  ability  to  teach  others 
how  to  sell. 

He  must  be  a  man  of  high  character 
with  complete  honesty  of  purpose.  He 
should  be  a  family  man,  not  only  in 
the  ordinary  sense  of  the  word,  but 
one  whose  family  life  is  unblemished. 

He  should  be  broad-minded  in  every 
sense  of  that  expression — while  he  may 
have  opinions  of  his  own  he  should  re- 
spect the  different  opinions  of  other 
people  remembering  "there's  nothing 
either  good  or  bad  but  thinking  makes 
it  so." 

It  is  essential  that  our  future  man- 
ager start  his   career  as   an   agent   in 


the  field.  Unless  he  has  had  the  ex- 
perience of  brushing  elbows  with  the 
public;  of  presenting  propositions  to 
them;  of  meeting  their  objections  and 
using  the  best  of  salesmanship  in  plac- 
ing cases  that  seemed  perhaps  at  the 
beginning  impossible,  he  will  not  be 
able  to  pass  on  that  ability  to  the 
agents  who  will  later  look  to  him  for 
guidance.  They  will  not  have  respect 
for  his  statements  unless  they  know 
that  he  too  pounded  the  pavements  as 
they  are  then  doing. 

While  the  accent  in  a  life  insurance 
agency  is  on  salesmanship  and  sales, 
the  manager  also  is  the  head  of  the 
business  organization  of  his  agency. 
He  will  have  direct  charge  over  the 
office  personnel — he  will  be  responsible 
for  the  proper  handling  of  the  office 
funds  and  of  making  the  necessary  re- 
ports at  the  proper  time  to  his  own 
company  heads. 

There  are  many  splendid  organiza- 
tions connected  with  the  life  insurance 
industry.  Not  the  least  of  these  is  the 
National  Association  of  Life  Under- 
writers and  its  state  and  local  branch- 
es. The  manager  should,  perhaps  not 
at  the  inception,  but  as  soon  as  pos- 
sible take  an  active  part  in  local  Life 
Underwriters'  Association  affairs. 

Closely  connected  with  but  not  a 
direct  part  of  the  National  Association 
of  Life  Underwriters  is  the  Life  Un- 
derwriter Training  Council.  This  or- 
ganization was  started  a  few  years  ago 
as  a  nationwide  attempt  to  give  train- 
ing to  agents  at  the  field  level.  It  has 
been  a  tremendous  success.  Hundreds 
of  classes  from  coast  to  coast  are  con- 
ducted throughout  the  winter  months. 
Our  manager  should  become  active  in 
this  organization  too. 

Quite  early  in  his  career  the  man- 
ager should  aim  to  acquire  the  Char- 
tered Life  Underwriter  designation. 
This  ability  to  carry  the  letters  CLU 
after  his  name  means  that  he  has  done 
serious  studying,  not  only  in  the  funda- 
mentals of  life  insurance  but  in  other 
related  subjects  of  which  he  should  be 
fairly  cognizant.  In  lay  language  this 
is  his  masters  degree  in  life  insurance. 

At  first  glance  it  may  seem  that 
these  subjects  are  quite  foreign  to  the 
work  of  the  life  insurance  agency  man- 
ager. Not  at  all.  He  will  find  that  quite 
a  little  of  his  time  will  be  spent  in 
discussing  the  usage  of  life  insurance 
in  trust  agreements  and  he  will  have 
to  have  a  fairly  good  understanding  of 
the  work  of  the  trust  officer  in  order  to 
talk  his  language.  The  same  thing  ap- 
plies to  attorneys.  The  attorneys  are 
called  in  to  draw  wills,  to  prepare  legal 
documents  in  connection  with  agree- 
ments embracing  life  insurance,  and  a 
manager  will  often  be  asked  to  give  his 
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practical  experience  in  the  usage  of 
life  insurance  in  these  directions. 

I  am  sure  you  can  see  from  all  this 
that  the  life  of  the  life  insurance  agency 
manager  is  a  most  challenging  and  var- 
ied one.  There  is  never  a  dull  moment. 
Each  day  brings  forth  new  problems — ■ 
new  challenges.  There  is  little  of  rou- 
tine in  his  life. 

Just  as  the  industry  as  a  whole  is 
headed  for  greater  and  greater  growth 
so  the  manager  himself  has  opportuni- 
ties for  personal  expansion  that  in 
this  man's  opinion  are  not  available 
in  any  other  field  of  activity. 

The  life  of  the  life  insurance  agency 
manager  is  not  all  work.  In  attending 
company  conventions,  association  meet- 
ings, luncheons  and  banquets  he  will 
have  an  interesting  and  satisfying  op- 
portunity for  relaxation.  He  will  at 
these  gatherings  meet  the  most  capable 
men  in  his  own  industry  with  many  op- 
portunities of  giving  and  taking,  of 
exchanging  ideas,  of  passing  on  to  oth- 
ers valuable  information  and  gaining 
much  for  himself. 

It  is  a  most  broadening  life.  To  me 
one  of  the  great  things  about  this  work 
is  the  endless  opportunity  for  self- 
improvement.  No  man,  no  matter  how 
many  years  he  has  been  active  in  the 
life  insurance  business,  can  claim  that 
"he  knows  it  all." 

All  in  all,  unlike  W.  S.  Gilbert's 
policeman,  the  life  insurance  agency 
manager's  life  is  a  very  full  and  ex- 
ceedingly happy  one. 

My  own  experience  is  probably  typi- 
cal. After  World  War  II  I  started  in 
at  the  bottom  of  the  ladder.  I  pounded 
pavements,  rang  doorbells  and  did  all 
the  chores  of  the  embryonic  agent. 

I  took  an  elocution  course  at  a  local 
university — then  a  short  course  in  dra- 
matics to  give  me  voice  control  and 
physical  poise.  I  completed  the  com- 
pany's correspondence  course.  Later 
I  took  a  campus  training  course  at 
SMU  where  study  and  field  experience 
were  carried  on  under  careful  super- 
vision. 

Meanwhile  I  was  studying  for  my 
CLU  designation.  Looking  back  I  find 
I  spent  a  great  deal  of  time  in  various 
classes,  not  a  single  one  of  which  I 
would  have  missed.  I  became  active 
in  the  Life  Underwriter's  Association 
of  the  City  of  New  York  of  which  I 
am  at  present  chairman  of  the  board. 
It  has  been  a  busy  time  but  never 
over-crowded.  I  have  found  time  to  be- 
come active  in  my  church  and  on  its 
council,  on  the  directorate  of  the  local 
community  club  and  cub-master  in  this 
area.  Each  and  every  activity  has, 
directly  or  indirectly  helped  me  to  do 
the  over-all  job  I  am  called  upon  to  do. 

Am  I  happy  in  my  work? — I  love  it. 
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Automation 
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Which  hat  will  you  wear  ? 


The  Prudential  has  openings  for  fine  careers  in  many 
different  fields. 

Not  many  people  realize  what  a  great  variety  of  fine  careers 
there  are  in  the  insurance  business.  Shown  on  this  page  are 
just  a  few  of  the  specialists  needed  to  run  The  Prudential. 

Every  year  more  and  more  men  are  needed  to  bring  the 
benefits  of  insurance  to  the  people.  The  insurance  business 
is  constantly  growing  and  the  opportunities  being  offered 
now  are  better  than  ever  before. 

You  can  carve  out  a  fine  career  for  yourself  either  as  a 
member  of  The  Prudential's  professional  sales  force  or  in 
one  of  its  home  offices  — and  there  are  seven  of  them  in  the 
United  States  and  Canada.  Whichever  it  may  be,  you'll  find 
unusually  good   opportunities  with  The  Prudential.  There 


are  plenty  of  chances  for  advancement,  regular  salary  in- 
creases, security  from  normal  business  ups  and  downs,  and 
a  comprehensive  employee  benefits  program. 

For  more  information  write  today  to  The  Prudential 
Insurance  Company  of  America,  Newark  1,  New  Jersey. 


,OTMO„ 


The 


Prudential  * 


INSURANCE   COMPANY   OF  AMERICA 


'f   INSUR"*4 


HOME        OFFICES:        NEWARK.        N.       J.        •        CHICAGO.        ILL.        •        HOUSTON.        TEXAS 
JACKSONVILLE,     FLA.      •     LOS     ANGELES,      CALIF.       •     MINNEAPOLIS,      MINN.      •     TORONTO,      ONT. 
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PART    III  tuSS}  CONTRIBUTIONS    TO    THE    ECONOMY 


Night  scene  at  U.  S.  Steel's  South  Chicago  Worlcs  taken 
from  the  92nd  Street  bridge  over  the  Calumet  River. 


United  States  Steel  Corporation; 
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CAPITAL 


FOR    INDUSTRY 


BY  EDMUND  FITZGERALD 


President  of  the  Northwestern  Mutual  Life  Insurance 
Company.  Mr.  Fitzgerald  graduated  Phi  Beta  Kappa 
from  Yale  in  1916,  and  held  various  positions  with 
industrial  firms  and  banks  he  fore  starting  to  worlc  for 
Northwestern  Mutual  in-  1933  as  a-  vice  president.  Mr. 
Fitzgerald,  who  holds  ar  Doctor  of  Laws  degree  from 
Marquette  University,  became  president  of  his  company 
in  1947. 


Last  year  the  life  insurance  compa- 
nies of  this  country  invested  about  $12 
billion  in  long  term  securities.  That  is 
a  great  deal  of  money,  so  much  in  fact 
that  it  is  more  than  one  can  compre- 
hend. It  is  $480  million  per  working 
day,  $60  million  per  working  hour,  or 
to  bring  it  closer  to  mind  one  million 
per  minute.  To  the  people  charged  with 
this  tremendous  investment  problem 
there  is  a  fascinating  challenge,  to  the 
country  as  a  whole  there  is  given  the 
indispensable  wherewithal  for  progress 
and  growth  in  production  facilities. 

Four  out  of  five  families  in  the 
United  States  have  life  insurance  pol- 
icies of  some  kind  or  another  and  it  is 
they  that  contribute  the  vast  sums  of 
capital  available  to  industry.  The  aver- 
age person  considers  life  insurance 
emotionally;  its  primary  function  is 
"protection"  in  the  event  of  death,  yet 
actually  many  forms  of  insurance  are 
potent  sources  of  savings.  At  the  begin- 
ning of  this  year  life  insurance  repre- 
sented about  $70  billion  of  savings, 
more  than  any  other  single  source. 

How  does  this  occur?  The  dollars 
paid  in  premiums  are  held  by  the  com- 
pany to  be  paid  out  at  some  later  date 
in  benefits.  During  this  interim  the 
funds  are  invested. 

Where  does  the  money  go  and  what 
does  it  do?  Are  the  life  company  in- 
vestment officers  and  finance  commit- 
tees conservative  gilt-edge  bond  buy- 
ers, unwilling  to  risk  the  perils  of 
financing  the  new  construction,  new 
methods,  and  new  processes  without 
which  our  economy  could  not  progress? 
Quite  the  contrary.  With  great  imagi- 
nation and  skill  life  insurance  savings 
have  been  placed  in  areas  of  great 
benefit  to  all  of  us.  A  few  examples 
might  be  of  interest. 


Shortly  after  the  Korean  incident  an 
alarming  shortage  of  aluminum  became 
apparent.  The  government  in  3950 
urged  the  producers  of  the  metal  in 
this  country  to  increase  productive  ca- 
pacity by  many  millions  of  pounds  and 
in  following  years  urged  further  ex- 
pansion. The  domestic  companies  went 
into  action,  and  the  major  producer  in 
Canada  also  entered  into  a  very  large 
program  to  increase  output.  The  result 
is  that  aluminum  capacity  upon  com- 
pletion of  construction  programs  cur- 
rently under  way  will  have  increased 
from  about  one  million  tons  to  over 
three  million  tons  or  300%.  The  total 
cost  will  be  more  than  $2x/2  billion,  and 
the  life  companies  through  their  pur- 
chases of  first  mortgage  bonds  and  de- 
bentures provided  a  large  part  of  it. 

Another  example — 

As  we  all  know,  the  steel  industry  is 
a  basic  and  vital  factor  in  our  econ- 
omy. It  is  also  growing.  Per  capita 
consumption  in  1930  was  741  pounds, 
and,  in  spite  of  our  great  growth  in 
population,  last  year  consumption  per 
person  was  double  that  of  1930. 

In  order  to  make  steel  Ave  need  iron 
ore.  For  many  years  the  iron  ore  de- 
posits of  Minnesota,  Michigan,  and 
Wisconsin  supplied  the  basic  needs  of 
our  steel  industry.  The  ore  lay  mostly 
on  or  near  the  surface  where  large 
power  shovels  could  scoop  it  up.  This 
was  fast  and  inexpensive  and  the  high 
grade  material  could  be  shipped  di- 
rectly from  the  mine  to  the  blast  fur- 
nace without  treatment. 

Until  recently  even  the  experts 
thought  these  ore  deposits  would  last 
indefinitely,  but  two  factors  upset  their 
prediction.  One  was  the  enormous  re- 
quirements of  World  War  II,  and  the 
other  the  dramatic  rejuvenation  of  the 


American  economy  beginning  at  the 
end  of  the  thirties.  Together  these 
meant  a  tremendous  increase  in  the 
consumption  of  iron  ore.  Shipments 
quadrupled  since  the  thirties,  and  re- 
quirements continued  to  rise.  The  old 
sources  of  supply  were  clearly  defi- 
cient. Bold  imaginative  action  was  re- 
quired and  it  was  provided. 

New  mines  were  oiaened  in  Vene- 
zuela, Liberia,  and  other  overseas  coun- 
tries. But  the  requirement  of  national 
safety  demands  reserves  on  our  own 
continent.  With  money  and  courage, 
the  steel  industry  and  the  small  saver 
as  represented  by  the  life  insurance 
companies  made  great  contributions. 

Groups  of  steel  companies  were 
formed,  and  hundreds  of  millions  of 
dollars  were  expended  in  the  opening 
of  mines  in  Canada  and  in  the  develop- 
ment of  processes  to  improve  the  qual- 
ity of  low  grade  ores  in  this  country. 
The  way  was  opened  to  provide  an 
additional  source  of  more  than  40  mil- 
lion tons  of  high  grade  product  for  the 
blast  furnace. 

Most  of  these  projects  required  large 
scale  financing  of  which  the  life  insur- 
ance companies  provided  a  major  part. 

These  examples,  of  course,  are  big 
and  dramatic.  The  life  companies  make 
many  investments  in  smaller  compa- 
nies which  in  their  total  exceed  the  im- 
pact of  the  larger,  more  impressive 
enterprises.  As  an  industry  we  are  ac- 
tive in  all  phases  of  our  country's  de- 
velopment— in  paper  making,  in  trans- 
portation, in  oil  and  gas,  electric  util- 
ity, food  processing  and  distribution, 
and  many  others.  It  is  a  rewarding  ca- 
reer for  those  engaged  in  the  invest- 
ment departments  of  life  insurance 
companies  and  one  of  great  economic 
importance  to  our  society. 
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BY  FRAZAR  B.   WILDE 


President  of  the  Connecticut  General  Life  Insurance 
Company.  Mr.  Wilde  has  lieen  with  Connecticut  Gen- 
eral since  1914,  and  president  since  1936.  He  was  one 
of  the  founders  and  first  chairman  of  the  Institute  of 
Life  Insurance,  and  has  served  as  president  of  the 
American  Life  Convention. 


In  its  nearly  two  centuries  of  Ameri- 
can history,  the  life  insurance  business 
has  become — like  government  itself — 
an  almost  all-pervasive  institution.  It 
is  owned  by  about  9  out  of  every  10 
fathers.  On  behalf  of  its  policyholders, 
it  holds  assets  amounting  to  ninety  bil- 
lions. It  pays  a  tax  bill  of  half  a  billion 
dollars.  At  times  it  has  been  a  whip- 
ping boy  of  politicians  and,  now  and 
then,  has  had  its  quarrels  with  legisla- 
tors and  administrators.  It  has  helped 
to  finance  the  great  public  projects  of 
our  era — the  highways,  schools  and 
hospitals  of  peacetime  and  the  tanks, 
ships  and  planes  of  war.  It  has  even 
provided  the  cash  to  meet  the  public 
payrolls  and  fuel  bills  when  a  legisla- 
ture failed  to  give  a  governor  (who 
was  also  a  life  insurance  president)  his 
budget  appropriation. 

The  life  insurance  business  has  been 
one  of  the  staunchest  defenders  of 
sound  money  tor  our  country,  and  has 
helped  retard  the  inflation  that  has 
wrecked  so  many  economies  elsewhere. 
State  governments  have  served  as  the 
regulators  of  our  business.  The  tax  col- 
lectors of  just  about  every  governmen- 
tal unit  in  the  land  have  sent  us  their 
bills.  Our  people  serve  on  boards  and 
commissions,  in  councils  and  legisla- 
tures contributing  their  special  skills 
and  their  knowledge  of  people  and  eco- 
nomics. 

Life  insurance  and  government,  in 
other  words,  are  in  a  working  relation- 
ship every  day  and  everywhere  in  our 
land.  The  political  philosophies  of  per- 
sonal responsibility  and  individual  ini- 
tiative which  pervade  our  government 
are  also  the  ideas  which  foster  life  in- 
surance. Our  own  country  and  the 
countries  most  like  ours — the  British 
Commonwealth,  the  Scandinavian  de- 
mocracies,   Belgium,    Switzerland,    for 


example — have    reported    the    greatest 

growth  in  this  system  of  economic  pro- 
tection. 

Charters,  first  of  the  Pennsylvania 
colony,  later  of  the  states,  granted  the 
existence  of  the  early  companies,  just 
as  they  do  today.  The  beginnings  of 
state  regulation  of  life  insurance  were 
in  Massachusetts,  where  in  1837  the 
legislature  required  the  compilation  of 
official  reports  on  insurance.  New 
Hampshire,  14  years  later,  established 
the  first  regulatory  body  to  examine 
the  affairs  of  life  insurance  companies. 
The  other  states  soon  adopted  systems 
of  regulation  and  set  up  departments 
to  administer  them. 

Two  governmental  events  which,  in 
their  day,  seemed  like  tragedies  to  the 
short-range  thinkers  in  our  business 
turned  out  to  be  tremendously  signifi- 
cant milestones  in  the  growth  of  mod- 
ern life  insurance.  One  was  the  estab- 
lishment of  a  $10,000  life  insurance 
program  for  the  servicemen  of  World 
War  I.  Instead  of  taking  care  of  their 
insurance  needs  for  life,  as  the  pessi- 
mists of  our  business  said  this  would, 
the  government's  establishment  of  the 
$10,000  maximum  simply  helped  the 
industry  to  educate  its  clientele  toward 
the  purchase  of  more  adequate  amounts 
of  insurance.  Another  was  the  enact- 
ment in  1935  of  the  Social  Security 
Act  to  pi'ovide  a  basic  retirement  in- 
come and,  later,  to  yield  survivor  bene- 
fits and,  currently,  disability  benefits. 
Although  the  law  can  be  properly  chal- 
lenged on  many  counts,  both  in  its 
philosophy  and  its  provisions,  on  net 
balance  it  has  helped  our  business.  By 
providing  a  basic  minimum  of  the 
benefits  our  business  provides  for  indi- 
viduals, it  has  helped  millions  of  peo- 
ple construct  through  private  insur- 
ance their  own  more  complete  plans  of 


personal  and  family  protection. 

The  life  insurance  business  to  this 
day  has  not  worked  out  all  the  prob- 
lems of  its  relationship  to  government. 
And,  probably,  it  never  will.  This  is 
one  of  the  interesting  aspects  of  work- 
ing for  a  life  insurance  company,  the 
fact  that  in  many  ways  it  brings  a  man 
into  contact  with  public  affairs  on  all 
levels  of  government.  More  than  many 
of  our  citizens,  life  insurance  people 
tend  to  learn  a  great  deal  about  gov- 
ernment. Every  now  and  then  an  in- 
surance man  gets  a  chance  to  speak  on 
a  question  of  public  policy  and  per- 
haps, if  he  speaks  well  enough  and 
intelligently  enough,  to  exert  some  in- 
fluence for  good  on  a   public  decision. 

Local  government  makes  many  deci- 
sions on  such  matters  as  zoning,  urban 
planning,  land  use  and  suburban  de- 
velopment and,  of  course,  local  budg- 
ets and  local  taxes.  The  life  insurance 
business  holds  the  mortgages  on  thou- 
sands of  homes,  farms  and  business 
properties  located  in  just  about  every 
tax  jurisdiction.  It  owns  shopping  cen- 
ters, office  buildings,  housing  develop- 
ments and  many  other  kinds  of  real 
estate  as  investments  on  behalf  of  its 
policyholders.  The  decisions  of  local 
government  in  the  basic  questions  of 
how  shall  the  community  grow  and  be 
developed  are  close,  of  course,  to  the 
well  being  of  our  business  and  of  the 
community  as  a  whole.  The  life  insur- 
ance business,  as  such,  never  gets  a 
vote  in  these  matters,  but  it  can  and 
does  help  to  marshal  the  facts  and 
present  relevant  experience  to  the  peo- 
ple who  do.  Pension  plans  for  govern- 
ment employees  and  group  insurance 
benefits  for  them  are  special  questions 
of  local  government  in  which  our  peo- 
ple help.  The  agent,  with  his  love  of 
people  and  his  economic  training,  is  an 
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ideal  sort  of  public  servant.  He  devotes 
a  million  evenings  in  a  year  to  his 
duties  as  councilman,  library  director, 
school  board  member  or  representative 
from  his  district  in  the  state  capitol. 

A  life  insurance  man  sometimes  gets 
an  even  more  august  position  in  gov- 
ernment than  that  of  representative  to 
the  legislature.  Morgan  Gardner  Bulke- 
ley,  president  of  the  Aetna  Life  Insur- 
ance Company,  was  governor  of  Con- 
necticut back  in  1890.  The  election  that 
year  was  so  close  that  nobody  Avon  a 
clear  majority  for  the  major  state  of- 
fices. Under  the  Constitution,  the  Gen- 
eral Assembly  should  have  selected  the 
new  officials.  The  Senate,  however,  was 
controlled  by  one  party  and  the  House 
by  the  other  and  they  were  never  able 
to  resolve  their  deadlock.  The  Assembly 
adjourned  without  completing  the  elec- 
tion and  without  voting  any  appropri- 
ations for  the  maintenance  of  the  state 
government.  In  the  crisis  Governor 
Bulkeley  stayed  in  office  and  had  the 
state  bills  sent  to  the  Aetna.  The  Aetna 
kept  the  accounts  and  paid  the  bills 
and,  finally,  two  years  later,  the  As- 
sembly reimbursed  the  company. 

In  the  48  state  governments,  not  to 
mention  the  District  of  Columbia,  the 
territories  and  all  the  provinces  of 
Canada,  the  insurance  departments  are 


staffed  by  technicians  deeply  knowl- 
edgeable in  our  business.  They  M'ork 
under  the  leadership  of  appointed  su- 
perintendents or  commissioners.  Their 
job  is  to  administer  the  rules  under 
which  the  business  operates.  The  rea- 
son for  their  existence  is,  for  the  most 
part,  to  make  sure  that  the  public  insti- 
tution of  life  insurance  lives  up  to  its 
tradition  of  public  service.  The  insur- 
ance men  in  the  companies  have  their 
debates  with  these  insurance  men  in  the 
state  offices.  But  the  debates  are  the 
rare  events  that  make  the  headlines. 
For  the  most  part  the  relationship  is  a 
smoothly  working  partnership  in  the 
interest  of  protection  for  the  public. 
The  longer  you  work  in  our  business 
the  more  profoundly  you  respect  these 
insurance  people  in  government  for 
their  ethics,  their  craftsmanship  and 
their  diplomacy.  These  contacts  are 
handled,  in  part  and  not  unexpectedly, 
by  lawyers.  Counsel  for  the  companies 
appear  before  the  executive  hearings 
and  the  legislative  committees  continu- 
ously seeking  to  improve  the  laws  and 
regulations.  But  the  day-to-day  rela- 
tionships are  between  the  underwriters, 
the  actuaries  and  the  claim  people  of 
the  companies  and  their  counterpart 
technicians  in  the  state  departments. 
And  the  public  is  better  served  too. 


So  much  negotiation  by  the  compa- 
nies with  the  officials  in  so  many  stales 
might  seem  to  be  quite  a  nuisance  to 
the  companies.  It  is.  However,  the  dis- 
advantages of  cumbcrsoineness  are  not 
as  great  as  the  advantages  both  to  the 
public  and  to  the  business,  and  we  sup- 
port the  principle  of  state  regulation. 
As  long  as  the  states — as  they  do — ac- 
commodate each  other's  point  of  view, 
state  regulation  through  varying  inter- 
pretations of  the  best  way  to  serve 
public  interest  leads  to  change  and 
progress.  A  single  system  of  regula- 
tion nationwide  would  be  likely  to  stifle 
the  adaptability  of  life  insurance  to 
the  changing  needs  of  our  people. 

It  is  in  Washington  where  some  of 
the  greatest  decisions  are  made,  and  the 
greatest  controversies  are  carried  on. 
The  Federal  Government  continuously 
threatens  to  encroach  on  the  role  of 
the  states  in  the  regulation  of  the  busi- 
ness. The  writers  of  tax  legislation  look 
enviously  at  the  sums  reported  in  the 
annual  statements  of  the  life  insurance 
companies  and  need  often  to  be  re- 
minded that  the  money,  for  the  most 
part,  is  much  like  the  deposits  in  a 
savings  bank  and  is  already  committed 
for  the  benefit  jsayments  of  the  future. 
The  Federal  Government,  through  the 
Veterans  Administration,  is  deeply  in 
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the  life  insurance  business  (following 
a  system  which  many  people  1'rom  the 
life  insurance  companies  helped  to  set 
up). 

But  perhaps  most  important  of  all, 
the  Federal  Government,  by  exercising 
its  powers  of  fiscal  and  monetary  con- 
trol, has  much  to  do  with  establishing 
the  value  of  a  dollar.  Our  industry, 
which  exists  to  provide  a  certain  num- 
ber of  dollars  at  a  certain  future  time, 
is  deeply  concerned  with  the  way  gov- 
ernment wields  these  powers.  Many 
people  in  life  insurance  are  students  of 
the  subject.  They  are  continuously 
working  for  governmental  practices 
which  will  preserve  sound  money  val- 
ues, and  they  continuously  urge  their 
fellow  citizens  to  work  tor  the  same 
thing.  A  little  inflation  can  easily  be- 
come a  disastrous  and  uncontrolled  in- 
flation. And  even  a  "little"  can  inex- 
orably and  tragically  tax  those  least 
able  to  afford  to  pay:  the  people  living 
on  fixed  incomes  and  in  no  position 
because  of  age,  career  choice  or  limited 
capacities,  to  raise  their  dollar  incomes. 

The  assets  of  the  life  insurance  busi- 
ness, which  for  the  most  part  are  the 
reserve  funds  earmarked  to  meet  the 
policy  obligations  when  they  become 
due,  are  an  important  source  of  capi- 
tal for  all  governments — federal,  state, 


local  and,  to  some  extent,  foreign. 
When  a  lite  insurance  company  sells  a 
policy,  it  estimates  the  amount  of  inter- 
est the  reserve  will  accumulate  in  the 
life  of  (he  contract  and  then  adjusts 
the  premium  downward  accordingly. 
The  premiums  paid  in  by  the  policy- 
holder pay  only  a  part  of  the  cost  of 
his  protection;  the  interest  earnings 
pay  the  rest.  This  money  available  for 
investment  comes  dramatically  to  the 
aid  of  government  in  times  of  crisis. 
In  World  War  II,  for  example,  almost 
hall'  of  all  life  insurance  assets  (spe- 
cifically  46  per  cent  in  1945)  was  in 
U.S.  Government  bonds  to  finance  our 
military  production.  In  more  ordinary 
times,  the  investments  are  directed 
chiefly  into  private  hands  to  finance  the 
development  of  industry,  agriculture 
and  hemes.  Today  about  a  tenth  of  life 
insurance  assets  is  in  federal  govern- 
ment bonds. 

The  bonds  of  state,  provincial  and 
local  governments  have  been  bought  in 
increasing  quantities  by  life  insurance 
companies  since  the  end  of  World  War 
II.  There  has  been  a  growing  need  for 
state  and  municipal  services  such  as 
roads  and  schools,  brought  about  by 
rising  populations  and  by  deferment  of 
projects  during  the  war.  Much  of  the 
money  needed   to   build   the   new  turn- 


pikes and  throughways  has  been  gen- 
erated through  life  insurance  invest- 
ment. Holdings  of  foreign  government 
bonds  (mostly  of  the  Dominion  of  Can- 
ada) have  followed  the  pattern  of  in- 
vestments in  United  States  government 
securities,  up  during  World  War  II 
and  currently  tapering  off. 

As  in  so  many  other  aspects  of  life 
insurance  work,  the  task  of  investment 
analysis  brings  many  of  our  people 
into  contact  with  the  doings  of  govern- 
ment. We  find  life  insurance  people 
serving  as  private  citizens  on  commit- 
tees and  commissions  concerned  with 
highways,  port  development,  state  in- 
stitutions and  other  public  projects, 
often  as  experts  on  questions  of  financ- 
ing. 

Life  insurance  as  a  business  tries  its 
best  to  be  a  good  citizen.  That  job 
brings  its  people  into  working  contact 
with  our  government  at  every  level. 
Moreover,  life  insurance  urges  its  peo- 
ple in  their  private  lives  to  carry  their 
share  of  the  citizen's  responsibilities. 
Perhaps  because  of  their  jobs,  they  are 
able  to  do  that  in  a  superior  way  and 
to  derive  the  life-long  satisfactions  that 
result.  To  me,  this  exposure  to  govern- 
ment and  participation  in  it  is  one  of 
the  good  reasons  for  a  career  in  life 
insurance. 


Hitch  your  wagon  to  this  star! 


Career  underwriters  make  top  incomes  with  the  agent-minded  Minnesota  Mutual  Life. 
With  us  it's  part  of  a  plan  which  finds  the  best  qualified  young  people  by  means  of  proven 
aptitude  tests  and  provides  thorough  indoctrination  in  the  fundamentals  of  this  fascinating 
business.  Then  .  .  .  the  Sunday  punch!   "On  the  street"  coaching  in  Minnesota  Mutual 
sales  tools  that  really  work — visual  aid  with  no  peers  in  the  business.  They  help  get 
you  into  production  right  away  and  keep  you  growing.  Contact  the  nearest  Minnesota 
Mutual  general  agency,  or  write  the  home  office  in  St.  Paul. 


jf:  "Fortune"  magazine,  July  1956,  listing  50  largest  life  insur- 

ance companies — ranks  Minnesota  Mutual  28th  in  increase 
in  insurance  in  force,   1955.     Ask  us  for  "Facts"  book. 


Minnesota  Mutual  Life 

INSURANCE  COMPANY 

Victory  Square  —  St.  Paul  1,  Minnesota 


$1,500,000,000  Insurance  in  Force — in  the  Top  5%  of  all  U.S.  and  Canadian  Companies 
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FARM    MORTGAGE 


FINANCING 


BY  FREDERICK  W.  HUBBELL 


President  of  Equitable  Life  of  Iowa.  Mr.  Hubbell 
joined  Equitable  of  Iowa  immediately  after  his  gradu- 
ation from  Harvard  in  1913.  He  was  a  vice  president  by 
1921,  and  reached  the  presidency   in  January  1939. 


Agriculture  can  be  classified  as  man's 
most  important  economic  activity  in 
that  it  supplies  the  basic  necessities  of 
his  daily  life.  The  growth  in  the  com- 
plexities of  our  way  of  living  and  the 
development  of  synthetic  fibers  have 
led  to  some  decline  in  the  relative  im- 
portance of  agriculture  over  the  years. 
However,  one  person  in  six  still  lives 
on  a  farm,  and  agriculture  still  ac- 
counts for  a  very  important  segment  of 
the  total  national  product,  surpassing 
by  a  substantial  margin  such  industries 
as  automobiles,  mining,  petroleum,  tex- 
tiles, chemicals  and  many  others. 

Agriculture  could  not  be  carried  on 
in  a  way  which  would  meet  the  needs 
of  our  modern  civilization  without 
credit.  Farmers  must  have  short-term 
seasonal  credit  to  finance  the  produc- 
tion of  crops  and  feeding  of  livestock 
and  longer  term  credit  for  the  purchase 
of  land  and  equipment  and  the  con- 
struction of  buildings  and  other  im- 
provements. Credit  has  played  an  im- 
portant role  in  agriculture  for  many 
years,  but  with  the  trend  towards  mech- 
anization and  larger  farms  it  has  as- 
sumed even  greater  importance. 

At  least  two-thirds  of  the  farms 
purchased  in  this  country  are  acquired 
with  the  use  of  credit.  It  is  only  through 
borrowing  that  the  average  young  ten- 
ant farmer  can  buy  a  farm,  and  credit 
is  needed  when  a  farmer  wants  to  en- 
large his  farm  in  order  to  make  it  a 
more  efficient  and  economic  unit  under 
today's  mechanized  operations.  A  man 
can  usually  step  up  from  hired  hand 
to  tenant  or  from  tenant  to  owner  only 
through  the  use  of  credit,  because  it 
requires  a  substantial  sum  of  cajjital 
to  operate  a  farm  today.  According  to 
the  United  States  Department  of  Agri- 
culture, of  the  21  important  types  of 
family-operated  commercial  farms,  ten 
have   an    average   total   investment   of 
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more  than  $40,000,  nine  range  from 
$20,000  to  $40,000  and  only  two  have 
an  average  investment  of  less  than 
$20,000.  Relatively  few  farmers— par- 
ticularly beginning  farmers — have  cap- 
ital funds  of  their  own  in  these 
amounts. 

Life  insurance  companies  have  long 
been  a  major  source  of  credit  for  agri- 
culture. Their  farm  lending  activities 
are  restricted  by  law  to  mortgage 
loans,  short-term  production  loans  be- 
ing more  appropriately  provided  by 
the  banks.  In  the  field  of  mortgages  the 
life  companies  have  become  increas- 
ingly important  relative  to  the  total 
farm  mortgage  debt  outstanding.  In 
1955  life  companies  had  outstanding 
more  than  200,000  farm  loans,  totaling 
about  $2x/4  billion  and  accounting  for 
one-fourth  of  the  total  farm  mortgage 
debt  in  the  country.  This  was  a  sub- 
stantially larger  figure  than  the  out- 
standing farm  loans  of  the  next  larg- 
est lender,  the  federal  land  banks,  a 
government  sponsored  agency  which 
accounts  for  about  15%  of  the  total. 
The  balance  of  the  farm  lending  is 
done  by  commercial  and  savings  banks, 
individuals  and  others. 

Farm  lending  has  been  fraught  with 
hazards  over  the  years  and  it  has  re- 
quired astute  analysis  and  conservative 
lending  policies  for  insurance  compa- 
nies and  others  to  operate  successfully 
in  this  field.  American  farmers  have 
seldom  known  long  periods  of  eco- 
nomic stability.  Prices  of  farm  prod- 
ucts have  been  subject  to  violent  price 
movements  in  connection  with  each 
major  war.  War-time  inflation  and  in- 
creased demand  for  farm  products 
have  brought  sharp  rises  in  farm  prices 
and  incomes  as  well  as  in  farm  land 
value  and  debts.  In  the  past  these  peri- 
ods have  been  short-lived,  followed  by 
periods  of  severe  depression  character- 


ized by  wide-spread  farm  mortgage 
distress. 

The  farm  loan  activities  of  insurance 
companies  extend  back  many  years, 
contributing  to  the  opening  up  of  the 
West  to  agricultural  development.  In- 
surance companies  had  representatives 
on  hand  or  local  brokers  acting  for 
them  in  many  areas  as  soon  as  commu- 
nities were  organized  and  access  to 
markets  gained.  Information  regarding 
these  activities  before  the  turn  of  the 
century  is  scant,  but  there  are  records 
of  mortgage  loans  made  in  Illinois, 
Wisconsin  and  Iowa  in  the  1870's  and 
1880's. 

During  the  decade  1900  to  1910  there 
was  a  steady  rise  in  prices  of  farm 
commodities  accompanied  by  wide  in- 
creases in  land  values.  On  the  average 
farm  real  estate  doubled  in  price,  and 
it  tripled  in  many  counties  in  the 
Great  Plains,  mountain  region  and 
western  Texas. 

There  followed  a  few  years  of  price 
stability  for  farm  products,  but  with 
the  advent  of  World  War  I  prices  sky- 
rocketed. By  early  1920  they  averaged 
more  than  '  2y2  times  the  1910-1914 
level.  This  was  accompanied  by  sharp 
increases  in  prices  of  farm  lands, 
which  at  the  peak  in  1920  were  73% 
above  pre-war  levels.  The  war  years 
and  especially  the  early  post-war  years 
of  1919  and  1920  were  characterized 
by  a  very  active  and  speculative  farm 
real  estate  market.  Foreclosures  were 
relatively  few.  Farmers  often  invested 
their  profit  in  more  land,  equipment 
and  livestock.  The  feeling  was  wide- 
spread that  prosperity  would  continue 
indefinitely.  This  speculative  activity 
sewed  the  seeds  of  some  of  the  grief 
that  was  to  follow  over  many  ensuing 
years.  Many  of  the  areas  that  were 
most  prosperous  and  where  land  specu- 
lation was  greatest  were  to  suffer  the 


most     in    later    years    of    depression. 

Credit  to  finance  expansion  was 
abundant  during  World  War  I.  Be- 
tween 1910  and  1920  more  than  3,000 
new  hanks  were  organized,  most  of 
them  in  the  Midwest.  Farm  debt  in- 
creased rapidly.  Farm  mortgage  debt 
rose  from  about  four  billion  dollars 
just  prior  to  the  war  to  more  than  ten 
billion  dollars  by  the  end  of  1920  with 
the  greatest  rise  coming  in  the  years 
1918-1920. 

During  these  years  the  life  insurance 
companies  were  making  only  about  8% 
to  129c  of  the  total  I  arm  mortgage 
loans.  Bankers  were  making  a  larger 
proportion,  hut  the  great  bulk  was 
made  by  individuals  and  others. 

By  the  middle  of  1920  a  spectacular 
collapse  in  farm  product  prices  took 
place,  setting  off  an  agricultural  de- 
pression. The  index  of  farm  prices 
(1910-1914  equals  100)  declined  from 
a  high  of  2157  in  May,  1920  to  111  by 
June,  1921!  There  was  less  of  a  decline 
in  prices  paid  by  farmers,  which  re- 
sulted in  a  drastic  shrinking  of  net 
farm  incomes.  The  situation  was  ag- 
gravated by  droughts  in  several  of  the 
northwestern  states.  The  enormously 
expanded  debt  structure  of  agriculture 
was  very  vulnerable  to  such  a  shock. 
Credit  began  to  tighten  and  many 
short-term  loans  were  called,  forcing 
some  farmers  out  of  business.  Others 
were  able  to  stave  off  disaster  by  fund- 
ing their  short-term  notes  through  ad- 
ditional  mortgage   loans   from   life   in- 


surance companies  and  others.  As  a 
result  of  this  funding,  total  farm  mort- 
gage debt  continued  to  rise  through 
1923  to  a  total  of  $10.8  billion,  a  figure 
which  has  not  been  equalled  even  to- 
day. 

By  1923  farm  prices  had  made  a 
substantial  recovery  from  the  1921 
low,  but  net  farm  income  remained 
depressed  due  to  a  continued  unfavor- 
able price-cost  relationship.  Through- 
out most  of  the  decade  of  the  20's  land 
values  declined,  reflecting  adjustments 
to  the  lower  level  of  farm  incomes. 
Farm  failures  and  foreclosures  were 
heavy  during  the  period.  Many  banks 
failed  during  the  20's,  especially  in  the 
farming  areas  of  the  Great  Plains,  the 
Southeast  and  the  mountain  states.  The 
insurance  companies,  however,  contin- 
ued to  make  credit  available  during 
these  years  for  farm  loans  where  they 
felt  they  were  justified.  Insurance  com- 
pany farm  mortgages  continued  to  in- 
crease until  1928  by  which  time  they 
amounted  to  $2.2  billion  or  22%  of  the 
total  farm  mortgage  loans  outstanding. 

Following  the  problems  in  the  20's 
agriculture  faced  catastrophe  in  the 
early  30's.  With  the  onset  of  the  great 
depression,  the  bottom  fell  out  of  prices 
of  farm  products  until  by  1932  they 
were  less  than  half  of  the  1929  average 
and  well  below  the  pre-war  level.  Net 
income  of  farmers,  which  had  reached 
a  peak  of  $9.3  billion  in  1919  and  had 
averaged  $5.7  billion  during  the  years 
1923-29,    fell   to    only    $1.9    billion    in 


1932.  Farmers  found  it  difficult  or  im- 
possible to  continue  payments  on  debts 
contracted  at  higher  income  levels. 
There  were  second,  third  and  fourth 
mortgages  on  many  farms  as  well  as 
liens  on  chattels.  Farm  land  values 
dropped  precipitously,  and  distress! 
transfers  increased  at  an  alarming  rate. 
Conditions  became  so  serious  in  some 
farming  areas  that  several  states  passed 
laws  delaying  foreclosures,  extending 
redemption  periods  and  eliminating  de- 
ficiency judgments,  although  some  of 
these  laws  were  subsequently  declared 
unconstitutional. 

The  receivers  of  closed  banks  pro- 
cured judgments  against  farmers  in 
many  cases,  and  insurance  companies 
and  other  mortgage  lenders  found  it 
necessary  to  take  title  to  many  farms. 
Some  farmers  were  ready  to  deed  their 
property  to  the  mortgage  holder  in 
satisfaction  of  the  loan,  feeling  that 
they  would  be  better  off  as  tenants,  but 
even  in  those  cases  there  was  a  problem 
of  clearing  the  title  of  junior  liens,  and 
in  most  instances  a  foreclosure  suit  was 
necessary. 

In  many  eases  the  life  insurance 
companies  went  to  great  lengths  to 
help  deserving  borrowers  work  out 
their  problems.  One  life  company, 
which  was  an  important  farm  lender 
in  the  middle  west,  for  a  period  of  ten 
months  starting  in  1933  accepted  bills 
of  sale  for  corn  in  payment  of  interest 
on  farm  mortgage  loans.  The  company 
granted  the  borrower  a  credit  for  his- 
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corn  of  50  cents  per  bushel,  a  price 
considerably  above  the  market.  This 
credit  was  applied  on  current  interest, 
with  the  company  agreeing  that  any 
profit  above  that  amount  made  on  sub- 
sequent resale  of  the  corn  would  be 
applied  on  the  loan  balance.  About  half 
of  the  corn  which  the  company  ac- 
quired in  this  manner  had  been  stored 
in  poor  cribs  and  it  was  necessary  to 
sell  it  before  winter  in  1933  at  prices 
ranging  from  33  cents  to  40  cents  per 
bushel.  The  other  half  of  the  corn  was 
held  over  until  1934  when,  due  to 
drought  conditions  prices  of  90  cents  to 
one  dollar  per  bushel  were  realized. 
The  profits  were  credited  on  the  loan 
balances. 

In  cases  where  it  became  necessary 
to  take  title  to  the  farm  some  insur- 
ance companies  adopted  the  policy  of 
giving  options  of  repurchase  to  those 
farmers  who  cooperated.  Most  of  such 
options  provided  that  the  farmer  could 
repurchase  the  farm  at  a  fair  price 
through  a  down  payment  of  10%  and 
small  annual  payments  thereafter  over 
a  long  period  of  years.  The  farmers 
who  accepted  such  options  were  able  to 
clear  their  debts  and  get  back  on  their 
feet  rapidly.  Even  where  there  was  no 
option  in  many  cases  farms  were  sold 
back  to  the  original  owner  on  easy 
terms. 

Where  options  were  granted  the  re- 
purchase price  was  fixed  as  of  the  date 
of  option  with  the  provision  that  there 
should  be  added  thereto  all  sums 
which  the  lender  advanced  for  drain- 
age, seed,  fencing,  buildings,  taxes, 
etc.,  deducting  the  income  received 
from  crops  and  other  sources. 

Virtually  all  of  the  farms  in  the 
distress  areas  had  been  permitted  to 
run    down   during'   the    20's,    since   the 


farmers  did  not  have  adequate  funds 
to  spend  on  drainage,  soil  conservation, 
fences  or  buildings.  Accordingly,  ex- 
tensive renovation  and  rehabilitation 
was  necessary  when  lenders  took  title 
to  a  farm.  Insurance  companies  spent 
large  sums  of  money  for  wells,  tile, 
drainage  ditches,  clearing,  seed,  fer- 
tilizer and  maintenance  of  buildings. 

At  the  worst  of  the  depression  in 
1932  and  1933  approximately  one- 
fourth  of  the  total  farm  investments 
of  life  insurance  companies  was  in 
farms  to  which  they  had  acquired  title 
or  in  loans  under  foreclosure.  This  was 
a  serious  situation,  but  it  should  be 
kept  in  mind  that  investors  were  also 
encountering  difficulties  with  other 
types  of  investments  during  these  years. 

Losses  were  realized  on  some  of  the 
farms  as  they  were  liquidated,  but  on 
others  the  experience  was  more  satis- 
factory. Data  provided  by  13  life  in- 
surance companies  shows  that  on  all 
farms  sold  by  those  companies  be- 
tween 1929  and  1937,  inclusive,  re- 
ceipts from  sales  amounted  to  90.4% 
of  the  investment  indicating  a  loss 
rate  of  9.6%. 

During  the  years  of  recovery  from 
the  depression  there  was  a  gradual  but 
irregular  improvement  in  farm  prices 
and  in  land  values,  but  farm  mortgage 
debt  followed  a  declining  trend  until 
the  end  of  World  War  II  as  lenders 
continued  to  liquidate  their  positions. 

After  the  close  of  World  War  II 
when  controls  were  released  prices  of 
farm  products  sky-rocketed  until  by 
the  end  of  1947  they  had  nearly  tripled 
from  the  1939  level.  This  was  accom- 
panied by  substantial  increases  in  land 
values.  Farm  mortgage  debt  reversed 
its  long-term  trend  and  grew  from  the 
low  of  $4.8  billion  in  1946  to  $8.2  bil- 


lion in  1955.  During  these  post  war 
years  insurance  companies  became 
more  aggressive  in  their  lending  and 
increased  their  proportionate  share  of 
total  farm  mortgage  debt  from  18% 
in  1947  to  25%,  in  1955. 

The  situation  with  respect  to  farm 
debt  is  considerably  sounder  today 
than  it  was  during  the  1920's  and  30's. 
Farm  mortgage  debt  is  now  equal  to 
only  about  9%  of  the  total  value  of 
farm  real  estate,  whereas  at  the  peak 
of  $10.8  billion  of  debt  in  1923  it 
amounted  to  21%  of  the  value  of  real 
estate.  Seven  out  of  ten  farms  have  no 
mortgage  debt. 

Certain  developments  in  agriculture 
have  tended  to  reduce  some  of  the  risks 
in  farm  mortgage  lending.  Great  ad- 
vances have  been  made  in  controlling 
the  ravages  of  plant  and  animal  dis- 
eases, insect  pests  and  weeds. 

An  important  factor  in  reducing  the 
hazards  in  farm  mortgage  lending  has 
been  the  development  within  insur- 
ance companies  of  a  professional  per- 
sonnel to  handle  appraisals,  negotia- 
tions of  loans  and  real  estate  acquired. 
Some  companies  which  formerly 
bought  their  farm  mortgages  without 
much  examination  have  in  many  in- 
stances established  branch  offices  in 
the  loan  territory  in  which  they  op- 
erate with  a  trained  staff  of  appraisers 
and  farm  mortgage  men  to  negotiate 
and  supervise  the  loans  that  are  made. 
Properly  handled  farm  mortgage  loans 
can  be  a  sound  avenue  of  investment 
for  insurance  companies,  making  a 
substantial  contribution  to  the  economy 
of  the  country,  provided  competition 
from  the  federal  lending  agencies  does 
not  force  interest  rates  to  an  uneco- 
nomic level. 

*     *     * 
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To:  J.  R.  Knechtel, 

Personnel  Development, 
The  Crown  Life  Insurance  Co.. 
120  Bloor  Street  East, 
Toronto,  Canada. 


More  opportunities  •  •  •  than  men  to  fill  them 


In  just  fifty-three  years,  The  Crown  Life  Insurance  Company  of 
Toronto,  Canada,  became  a  billion  dollar  company  and  now, 
only  three  years  later,  it  is  well  over  the  half-way  mark  in  reach- 
ing the  second  billion. 

Serving  policyholders  in  Canada,  38  of  the  United  States  and 
territories,  the  Dutch  and  British  Caribbean  Islands,  Great 
Britain,  Venezuela  and  British  Guiana,  Canada's  fastest  growing 
Billion  Dollar  Insurance  Company  offers  the  greatest  possible 
scope  for  graduates  in  all  phases  of  this  rapidly-expanding 
business. 

Immediate  future  expansion  throughout  the  western  world 
awaits  the  personnel  to  plan  and  develop  this  vast  market,  and 
highly  responsible,  highly  remunerative  positions  are  available 
to  educated  men  with  vision,  resourcefulness,  and  initiative. 

Write  to-day,  outlining  your  background  and  standing,  stating 
the  area  of  employment  in  which  you  are  interested. 

The   next  fifty  years   belong  to   Canada'9 
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RAILROAD    FINANCING 


BY  GEOEGE  W.  WELLS 


Recently  retired  president  of  the  Northwestern  National 
Life  Insurance  Company.  Mr.  Wells  received  his  LLB 
from  St.  Paul  College  of  Law  and,  soon  thereafter,  he- 
came  Minnesota  Insurance  Commissioner.  Resigning  this 
post  in  1988,  he  joined  Northwestern  National  and  be- 
came its  president  in  1951. 


This  article  is  intended  to  provide  a 
brief  review  of  one  aspect  of  the  life 
insurance    industry's    contributions    to 

our  country's  over-all  economic  activ- 
ity— namely,  the  part  played  by  the 
life  insurance  companies  in  the  financ- 
ing of  the  public  utility  and  railroad 
industries.  Accordingly,  it  seems  ap- 
propriate to  begin  by  touching  briefly 
upon  the  economic  importance  of  the 
utility  and  railroad  industries  in  our 
national  life. 

The  term  "public  utilities"  as  we  use 
it  here  includes  only  electric  light  and 
power,  gas,  and  telephone  and  tele- 
graph. Solely  for  reasons  of  conven- 
ience, we  are  excluding  street  railways, 
bus  transportation,  water  and  sewage 
services,  etc.  In  our  use  of  the  term 
"railroad  industry"  we  are  excluding 
intercity  transportation  of  freight  and 
passengers  via  truck  and  bus  by  non- 
railroad  companies. 

Not  only  do  our  public  utility  and 
railroad  industries  provide  essential 
services  used  by  every  member  of  so- 
ciety— services  which  are  frequently 
taken  for  granted  but  which  constitute 
a  most  important  part  of  our  national 
standard  of  living — but  they  also  con- 
tribute to  our  economy  in  other  im- 
portant ways.  To  illustrate  these  points 
with  a   few  facts : 

In  1954  the  public  utilities  provided 
this  country  with  382  billion  kilowatt 
hours  of  electricity  and  more  than  58 
billion  BTU  of  gas,  while  maintaining 
almost  50  million  telephones  in  service. 
The  railroads  in  1955  moved  about 
2,618  million  tons  of  freight  over  an 
aggregate  of  about  624  billion  ton- 
miles,  while  transporting  nearly  432 
million  passengers  over  more  than 
28V2  billion  passenger-miles.  The  rail- 
roads and  public  utilities  combined 
paid    more    than    3    billion    dollars    in 


taxes  and  provided  employment  for 
roughly  seven  per  cent  of  our  total 
working  force. 

To  provide  such  services  the  public 
utilities  and  railroads  have  spent  over 
41  billion  dollars  during  the  ten  years 
ending  1955  on  new  construction  and 
equipment,  in  addition  to  nearly  36 
billion  dollars  for  maintenance  of  older 
structures  and  equipment.  In  short,  it 
is  obvious  that  the  public  utilities  and 
railroads  represent  large  and  vital  sec- 
tions of  our  national  economic  activity, 
and  the  financing  of  their  capita]  ex- 
penditures is  an  important  financial 
function. 


Just  how  much  has  the  life  insur- 
ance industry  contributed  towards  fi- 
nancing the  capital  requirements  of 
the  public  utility  and  railroad  indus- 
tries during  recent  years  ?  No  precise- 
ly accurate  answer  can  be  given  be- 
cause the  available  statistics  on  acqui- 
sition of  the  securities  of  utilities  and 
railroads  by  the  life  companies  in- 
clude bond  refundings  and  stock 
switches — which,  of  course,  do  not  rep- 
resent net  additions  to  the  supply  of 
capital. 

However,  we  know  that  the  total 
public  utility  bonds  owned  by  all  le- 
gal reserve  life  companies  combined 
amounted  to  5,212  million  dollars  at 
the  end  of  1945;  and  had  increased  to 
13,900  million  dollars  by  the  end  of 
1955.  These  figures  are  not  precisely 
comparable  to  the  data  on  capital  ex- 
penditures referred  to  above  because 
they  include  investments  in  the  bonds 
of  private  water  companies.  However, 
the  discrepancy  seems  to  be  compara- 
tively modest,  probably  not  over  two 
percent.  The  ten  year  net  increase  in 
investments    of    8,688    million    dollars 


gives  us  a  rough  guide  to  the  contribu- 
tion by  the  life  insurance  industry  to 
the  bond  financing  of  the  public  utili- 
ties. The  figure  is,  of  course,  a  consid- 
erable understatement  because  it  makes 
no  allowance  for  sinking  fund  pay- 
ments, maturities  and  unrefunded  calls. 
Data  on  the  ownership  of  public 
utility  stocks  by  life  companies  are  not 
available  before  1947 ;  but  during  the 
following  eight  years  the  aggregate 
life  insurance  investments  in  utility 
stocks  increased  by  almost  one  billion 
dollars,  in  the  ratio  of  roughly  two- 
thirds  preferred  stock  and  one-third 
common.  It  should  be  kept  in  mind  that 
part  of  the  rise  in  the  common  stock 
investment  represents  a  rise  in  the 
market  prices  of  the  shares  rather  than 
a  net  flow  of  capital  to  the  public 
utilities. 


By  similar  methods  we  find  that  the 
life  companies  increased  their  hold- 
ings of  railroad  bonds  almost  exactly 
one  billion  dollars  net  during  the  dec- 
ade ending  in  1955,  while  their  invest- 
ments in  rail  stocks  increased  by  the 
nominal  amount  of  57  million  dollars. 

In  the  paragraphs  just  above  we 
have  seen  that  the  life  insurance  in- 
dustry has  poured  something  more 
(probably  substantially  more)  than 
lO1/^  billion  dollars  of  new  funds  into 
the  utility  and  railroad  industries  dur- 
ing the  last  ten  years.  This  amounts 
to  more  than  25%  of  the  total  capital 
expenditures  by  the  utility  and  rail- 
road industries. 

It  seems  clear,  therefore,  that  the  in- 
surance industry  has  made  a  most  im- 
portant contribution  to  the  develop- 
ment of  the  railroad  and  utility  indus- 
tries and  their  capacity  to  serve  the 
public. 
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CANADIAN 


LIFE    INSURANCE 


BY  K.  LEIGHTON  FOSTEK 


Managing  Director  of  the  Canadian  Life  Insurance 
Officers  Association.  Mr.  Foster  was  educated  for  a  law 
career  at  the  University  of  Toronto,  McMaster,  and 
Emmanuel  College,  Cambridge.  Later  he  turned  to  in- 
surance and  was  appointed  Superintendent  of  Insurance 
for  Ontario  in  1934.  He  is  regarded  as  an  expert  in 
insurance  law. 


In  1833  a  British  life  insurance  com- 
pany opened  a  branch  office  in  the  City 
of  Quebec.  In  1847  the  first  Canadian 
company  was  organized  in  Hamilton, 
Ontario.  Three  years  later  a  United 
States  company  commenced  business  in 
Montreal. 

Life  insurance  in  Canada  today  re- 
tains its  international  character.  Over 
eighty  Canadian,  United  States,  Brit- 
ish and  Dutch  companies  are  serving 
Canadians.  On  the  other  hand,  over 
40%  of  the  premium  income  of  Cana- 
dian life  insurance  companies  comes 
from  outside  Canada.  In  fact,  the  pre- 
mium income  of  Canadian  companies 
in  the  United  States  now  exceeds  the 
premium  income  of  United  States  com- 
panies in  Canada. 

Life  insurance  in  Canada  has,  of 
course,  come  a  long,  long  way  since  its 
beginning  in  the  mid-1800's:  The  ratio 
of  life  insurance  in  force  to  national 
income  is  higher  in  Canada  than  in  any 
other  country  in  the  world.  The  Cana- 
dian ratio  in  1955  was  128%.;  the  US 
ratio  115%. 

It  is  estimated  that  some  6y2  million 
Canadians  owned  $26.6  billion  of  life 
insurance  at  the  end  of  1955.  This 
works  out  about  $4,100  per  policy- 
holder or  about  $1680  for  each  man, 
woman  and  child  in  the  country.  There 
is  twice  as  much  life  insurance  in  force 
in  Canada  today  as  there  was  only 
seven  years  ago. 

Ordinary  insurance  accounts  for 
69%;  group  insurance  for  24%;  and 
industrial  insurance  for  7%  of  the  to- 
tal life  insurance  in  force  in  Canada. 
Group  insurance  has  been  increasing 
at  the  greatest  rate  since  1939. 

There  has  been  a  pronounced  in- 
crease in  term  plans  and  riders  in  re- 
cent years.  In  1955,  54%  of  the  amount 
of  life  insurance  purchased  by  individ- 
uals was  on  a  life  plan,  12%  on  an  en- 


dowment plan  and  34%  represented 
either  term  insurance  or  temporary 
term  insurance  under  family  income 
and  other  riders  to  permanent  plans. 

Canadians  have  always  bought  life 
insurance  primarily  to  protect,  them- 
selves and  their  families  from  the  ces- 
sation of  income  that  arises  at  the 
death  of  the  income-earner.  In  1919 
Canadians  held  life  insurance  in  an 
amount  just  about  equal  to  their  wage- 
salary  income;  today  they  hold  twice 
that  amount. 

Analysis  of  the  provincial  distribu- 
tion of  life  insurance  in  force  shows 
that,  for  each  province,  with  the  excep- 
tion of  Newfoundland  and  British  Co- 
lumbia, there  is  a  close  relationship 
between  its  share  of  life  insurance  in 
force  and  of  wage-salary  income.  For 
example,  Ontario  has  46.2%  of  the  in- 
surance in  force  and  42.3%  of  the  total 
wage-salary  income  in  Canada;  Quebec 
25.9%  of  the  insurance  in  force  and 
25.8%  of  the  wage-salary  income.  These 
two  central  provinces  and  British  Co- 
lumbia together  account  for  80%  of  the 
total  life  insurance  in  force  and  79% 
of  the  wage-salary  income  in  Canada. 

Most  life  insurance  companies  in 
Canada  issue  annuity  contracts.  The 
relevant  importance  of  annuities  in  the 
over-all  operations  of  the  companies  is 
indicated  by  the  fact  that  about  20% 
of  their  reserve  liabilities  in  Canada 
arise  out  of  annuities,  mainly  deferred 
annuities  on  individual  and  group 
plans. 

A  few  of  the  larger  Canadian  com- 
panies have  issued  group  accident  and 
sickness  insurance  contracts  (frequent- 
ly along  with  group  life  insurance  con- 
tracts and  group  annuities)  for  many 
years.  Many  other  companies  have  re- 
cently entered  the  held.  However,  only 
one  Canadian  life  insurance  company 
as  vet  is  issuing  accident  and  sickness 


insurance  policies  to  individuals.  Life 
insurance  companies  now  provide  hos- 
pital and  surgical  insurance  to  2*4 
million  Canadians,  medical  insurance 
to  1.5  million  persons,  and  loss-of-time 
(weekly  indemnity)  insurance  to  over 
850,000  workers. 

The  premium  income  in  Canada  of 
all  life  insurance  companies  during 
1955  totalled  $728  million.  Life  insur- 
ance premiums  accounted  for  $542  mil- 
lion, annuity  considerations  for  $108 
million,  and  accident  and  sickness  pre- 
miums for  $76  million.  These  premium 
payments  represented  4%  of  Canadi- 
ans' disposable  income  (personal  in- 
come after  personal  direct  tax).  Bene- 
fit payments  (excluding  accident  and 
sickness)  totalled  $337  million  in  1955. 
38%  of  these  payments  were  for  death 
benefits  while  the  other  62%  went  to 
living  policyholders  for  such  payments 
as  matured  endowments,  annuities,  dis- 
ability payments,  cash  surrender  values 
and  policy  dividends. 

The  sound  and  progressive  develop- 
ment of  the  business  in  Canada  owes 
much  to  the  federal  and  provincial  in- 
surance legislation  and  government  su- 
pervision that  has  existed  in  Canada 
since  1868  when  the  first  federal  Insur- 
ance Act  was  passed.  The  act  prohib- 
ited any  company  (except  a  provincial 
company)  transacting  business  without 
a  license  from  the  Minister  of  Finance. 
As  Canadian  insurance  laws  have  de- 
veloped down  through  the  years  they 
have  shown  the  influence  of  both  Brit- 
ish and  United  States  legislation.  On 
the  one  hand,  the  first  insurance  com- 
panies in  Canada  were  British  compa- 
nies. On  the  other  hand,  the  general 
conditions  which  the  companies  had  to 
meet  in  Canada  were  very  similar  to 
those  in  the  United  States — territori- 
ally, economically  and  socially.  Thus  it 
was  probably  inevitable  that  Canadian 
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legislation  should  have  followed  a 
course  of  publicity,  supervision,  regu- 
lation and  reasonable  freedom  about 
midway  between  the  almost  complete 
freedom  from  legislative  interference 
and  restraint  as  in  Great  Britain  and  a 
great  deal  of  legislative  control  as  in 
some  states  in  the  United  States. 

In  any  event  life  insurance  men  in 
Canada  acknowledge  that  government 
regulation  of  life  insurance  in  Canada 
has  been  a  good  thing  for  the  business 
and  is  entitled  to  a  share  of  the  credit 
for  its  excellent  record.  No  policy- 
holder in  a  Canadian  legal  reserve  life 
insurance  company  has  ever  lost  a  dol- 
lar through  non-payment  of  the  amount 
guaranteed  under  his  policy  on  death 
or  at  maturity  since  the  first  Canadian 
company  was  established  and  Canadian 
policyholders  in  British  and  United 
States  companies  have  been  equally 
well  served  since  1878. 

The  global  investments  of  Canadian 
life  insurance  companies  and  the  in- 
vestments in  Canada  of  non-Canadian 
companies  are  strictly  regulated  by 
law.  Non-Canadian  companies  must 
maintain  assets  in  Canada  at  least 
equal  to  their  liabilities  in  Canada.  The 
federal  insurance  acts  define  certain 
broad  categories  of  investments  in 
which  life  insurance  funds  may  be 
placed,  and  impose  certain  additional 
limitations  within  some  categories. 
They  also  define  certain  investments 
which  are  strictly  prohibited. 

The  global  assets  of  Canadian  life 
insurance  companies  totalled  $6.3  bil- 
lion at  the  end  of  1955  and  were  dis- 
tributed among  the  principal  categories 
of  permissible  investments  as  indicated 


in  the  companies'  assets  graph  above. 

The  asset  holdings  of  the  companies 
are  under  constant  review  and  an  an- 
nual report  published  by  the  Depart- 
ment of  Insurance  in  Ottawa  gives  full 
details  of  the  asset  holdings  of  each 
federally  registered  company.  At  the 
end  of  1955,  policy  reserves  equalled 
79.3%  of  the  total  assets  of  Canadian 
companies  and  other  obligations  to  pol- 
icyholders, such  as  amounts  left  on  de- 
posit at  interest  and  policy  dividends 
payable,  accounted  for  12.3%  of  all 
assets.  Special  reserves,  other  liabili- 
ties, unassigned  surplus  and  paid-up 
capital  of  companies  with  share  capital 
made  up  the  remaining  8.4%  of  the 
total. 

The  opportunities  for  a  career  in  the 
life  insurance  business  in  Canada  are 
indicated  by  directing  attention  to  the 
background  of  the  leaders  in  the  indus- 
try today.  Nine  out  of  ten  of  them, 
whether  in  home  office  or  field,  "came 
up  from  the  ranks"  within  the  busi- 
ness. Every  corporal  Avithin  the  indus- 
try carries  a  marshal's  baton  in  his 
knapsack  and  he  doesn't  need  any  cash 
capital  to  get  to  the  top. 

Continuity  and  stability,  as  well  as 
initiative,  have  usually  featured  life 
insurance  company  management  in 
Canada.  Practically  all  the  officers  of 
the  Canadian  companies  have  spent 
their  entire  working  lives  in  the  life 
insurance  business — the  great  majority 
with  the  same  company. 

The  best  opportunities  to  make 
money  are  in  the  field — if  you  can  sell 
life  insurance  in  large  volume.  Most 
life  insurance  salesmen,  or  life  under- 
writers, as  they  are  now  usually  called, 


are  compensated  by  commission.  While 
the  average  underwriter's  earnings  are 
not  high  (they  naturally  vary  widely), 
some  of  the  most  successful  of  them 
earn  very  substantial  incomes.  On  the 
other  hand,  important  executive  posi- 
tions in  all  departments — actuarial,  un- 
derwriting, claims,  accounting,  invest- 
ment— are  open  to  men  and  women 
who  are  able  and  prepared  to  pay  the 
"price  of  success"  in  the  administrative 
side  of  the  business. 

There  has  been  a  great  change  in  life 
insurance  selling  since  I  first  became 
interested  in  the  business.  The  day  of 
the  carpet-bagger,  the  one-case  agent, 
is  gone,  and  for  three  principal  rea- 
sons :  1 )  competition  from  full-time 
competent,  career  life  underwriters ; 
2)  improved  methods  developed  by  the 
companies  for  the  selection  and  train- 
ing of  their  agents;  and  3)  the  influ- 
ence of  the  agents'  own  organization — ■ 
the  Life  Underwriters  Association  of 
Canada.  The  companies  have  learned 
that  only  well-trained,  competent  men 
can  sell  life  insurance  in  economical 
volume  today.  It  costs  a  lot  of  money 
to  teach  agents  the  laws  and  regula- 
tions relating  to  the  life  insurance  con- 
tract, succession  duties,  income  taxes, 
etc.  as  well  as  salesmanship,  and  to 
train  even  a  good  man  to  a  state  of 
reasonable  competence. 

Selling  life  insurance  requires  the 
right  background  and  aptitude  and 
hard  work.  There  is  an  old  saying  in 
the  business  that  selling  life  insurance 
is  the  best  paid  hard  work  in  the  world. 

Of  the  32,000  people  in  the  life  in- 
surance business  in  Canada,  12,000  are 
life  underwriters  selling  life  insurance 
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on  commission  (or  on  salary  and  com- 
mission). Another  6,500  are  employed 
in  branch  offices.  The  remainder  work 
in  the  home  offices  of  Canadian  compa- 
nies or  the  head  offices  in  Canada  of 
British  and  United  States  companies. 

One  of  the  special  opportunities  in 
the  life  insurance  business  in  Canada 
arises  out  of  its  international  charac- 
ter. In  many  companies  there  is  a 
chance  to  work  or  travel  outside  of 
Canada.  United  States,  British  and 
Dutch  companies  do  30%  of  the  life 
insurance  business  in  Canada  and 
many  Canadians,  some  of  whom  got 
their  first  jobs  here  with  United  States 
companies,  have  finished  their  careers 
in  senior  posts  in  home  offices  across 
the  line.  On  the  other  hand,  Canadian 
companies  do  over  one-third  of  their 
business  outside  of  Canada — in  the 
United  States,  the  British  Isles,  and 
more  than  half  a  hundred  other  coun- 
tries around  the  world.  Many  Canadi- 
ans have  gone  to  distant  countries  and 
become  successful  underwriters  selling 
life  insurance  and  managing  branch 
offices  for  Canadian  companies  in 
South  Africa,  the  Philippines,  Vene- 
zuela and  elsewhere.  Many  others  have 
gone  abroad  as  branch  office  secretaries 
or  in  other  administrative  capacities. 
At  least  one  of  the  Canadian  compa- 
nies has  a  virtual  head  office  in  Lon- 
don, England,  where  a  large  staff  is 
employed  on  all  phases  of  life  insur- 


ance administration.  Many  Canadians 
in  Canada  are  engaged  exclusively  with 
work  involved  in  administering  the  for- 
eign business  of  their  companies. 

T  have  always  attributed  a  large  part 
of  the  success  of  Canadian  companies 
to  the  tradition  that  the  actuary  should 
always  be  a  ranking  officer  of  the  com- 
pany— an  actuary  who  is  a  Fellow  of 
the  Society  of  Actuaries,  the  Institute 
of  Actuaries  of  Great  Britain  or  the 
Faculty  of  Actuaries  in  Scotland.  Fre- 
quently he  is  the  senior  executive.  To- 
day the  chief  executives  of  15  of  the  32 
Canadian  companies  operating  under 
federal  registry  are  actuaries,  and 
these  companies  have  nearly  60%  of 
all  the  life  insurance  in  force  in  such 
Canadian  companies.  While  I  am  the 
first  to  agree  that  the  expert  need  not 
be  on  top  (it  is  sufficient  if  he  is  on 
tap) — and  the  actuary  is  the  technical 
expert  of  the  life  insurance  business — 
the  fact  that  it  takes  from  five  to  seven 
years  of  hard  night  work  and  study  to 
become  an  actuary  (nowadays  usually 
after  obtaining  a  college  degree)  means 
that  an  actuary  has  a  thorough  ground- 
ing in  every  phase  of  the  business. 

There  are  today  over  150  qualified 
actuaries  employed  by  the  Canadian 
companies — more  than  one-sixth  of  all 
the  qualified  actuaries  on  this  conti- 
nent. Practically  all  the  officers  (except 
the  medical  and  agency  officers)  of 
some    Canadian    companies    are    actu- 


aries. If  a  young  man  or  woman  has  a 
flair  for  mathematics  and  the  tempera- 
ment for  good  hard  study,  he  or  she 
should  inquire  into  the  possibilities  of 
an  actuarial  career. 

Most  of  the  other  careers  in  the  life 
insurance  business  parallel  those 
found  in  other  industries— -secretaries, 
statisticians,  accountants,  medical  offi- 
cers, tax  experts,  auditors,  lawyers,  in- 
vestment men,  economists,  real  estate 
and  mortgage  supervisors,  etc.  Young 
men  and  women  can  learn  many  of 
these  occupations  as  they  earn.  The 
Life  Insurance  Institute  of  Canada 
provides  a  four-year  course  of  study  in 
life  insurance  fundamentals  leading  to 
a  Fellowship  diploma,  and  "training 
on  the  job"  is  the  rule  in  most  depart- 
ments of  a  life  insurance  company  in 
Canada. 

Life  insurance  has  become  a  major 
source  of  personal  and  family  security 
for  most  Canadians.  Nine  Canadian 
companies  have  been  organized  since 
1945.  Twenty-four  United  States,  Brit- 
ish and  Dutch  companies  have  entered 
or  re-entered  Canada  within  the  last 
eleven  years.  The  competition  for  tal- 
ent is  just  as  keen  as  the  competition 
for  business.  If  a  young  ma>n  or  woman 
is  bright,  likes  hard  work,  and  is  at- 
tracted by  real  job  satisfaction  and 
security,  the  life  insurance  business  in 
Canada  has  much  to  offer. 


MAKE  LIFE 
WORTH  LIVING 


The  Sun  Life  of  Canada,  one  of  the  world's  great  life  insurance  companies,  offers 
men  of  ambition  and  integrity  an  outstanding  professional  career  in  its  expanding 
field  forces.  If  you  feel  that  there  is  room  for  improvement  in  your  business  life, 
and  if  you  are  interested  in  a  dignified  career  where  you  are  limited  only  by  your 
own  efforts  and  ability,  then  Sun  Life  might  provide  the  answer.  There  are  excellent 
opportunities  for  advancement  to  supervisory  and  managerial  rank. 

EXPERT  TRAINING  •  IMMEDIATE  INCOME  WITH  COMMISSION  AND 
BONUSES      •     HOSPITALIZATION     AND     RETIREMENT     PLANS 

To  learn  more  about  the  advantages  of  a  Sun  Life  sales  career,  write  to  J.  A. 
McALLISTER,  Vice-President  and  Director  of  Agencies,  who  will  be  glad  to 
direct  you  to  the  branch  office  of  the  Company  nearest  you.  There  are  more  than 
100  Sun  Life  offices  from  coast  to  coast  throughout  the  United  States  and  Canada. 


SUN  LIFE  ASSURANCE 
COMPANY  OF  CANADA 

Head  Office:  Sun  Life  Building,  Dominion  Square,  Montreal. 


REAL    ESTATE 


INVESTMENT 


BY   HOWARD    HOLDERNESS 


President  of  the  Jefferson  Standard  Life  Insurance 
Company.  Mr.  Holderness  joined  Jefferson  Standard  as 
a  member  of  the  mortgage  Joan  department,  and  held 
Hie  vice  presidency  in  charge  of  investments  before  be- 
coming president.  He  is  a  graduate  of  the  University 
of  North  Carolina  and  Harvard  Business  School. 


America's  picture  of  progress  is  a 
vast  panorama  of  people,  projects, 
production  and  prosperity — and  under 
all  is  the  land. 

Directly  or  indirectly,  the  life  in- 
surance industry  is  helping  to  set  the 
pace  of  progress.  We  are  a  part  of 
the  big  picture  of  busy,  progressive 
America. 

We  are  living  in  a  new  day  of  urban 
mass  development  production  of  more 
than  a  million  homes  a  year,  conven- 
ient mortgage  financing  for  home  buy- 
ers, improvement  of  highways,  trans- 
portation and  communications,  indus- 
trial expansion,  new  communities,  and 
new  ideas,  from  air-conditioning  to  air 
rights. 

The  insurance  broker,  the  builder, 
and  the  architect  contribute  to  this 
progress  by  providing  homes  for  in- 
dividual families.  Working  hand  in 
hand  and  shoulder  to  shoulder  with  all 
of  these  individuals  are  the  life  insur- 
ance companies  through  their  securi- 
ties, mortgage  loan  and  real  estate  per- 
sonnel. 

Horace  Greeley  once  said  "Go  West 
Young  Man."  Today  he  could  say  go 
North,  go  South,  go  East,  as  well  as  go 
West,  with  our  rapid  expanding  econ- 
omy. Decentralization  is  taking  place 
right  under  our  noses.  Retail  business 
is  moving  to  the  suburbs.  Big  busi- 
nesses are  moving  their  plants.  Air- 
plane manufacturers  are  moving  in- 
land from  the  West  Coast  and,  cotton 
is  moving  West  and  cattle  East. 

The  year  1955  was  a  year  in  which  a 
record  level  of  business  activities  pre- 
vailed in  most  sections  of  our  country. 
It  is  therefore  not  surprising  that  life 
insurance  companies  experienced  a 
heavy  demand  for  their  funds.  Mort- 
gages, corporate  securities,  and  other 
investments  of  a  non-governmental 
character    account    for    approximately 


85%  of  the  assets  of  the  United  States 
life  insurance  companies. 

The  assets  of  all  United  States  life 
insurance  companies  as  of  December 
31,  1955  were  approximately  $91  bil- 
lion. Holdings  of  public  utility  bonds, 
railroad  bonds  and  industrial  and  mis- 
cellaneous bonds  account  for  approxi- 
mately 53%  of  the  assets  of  United 
States  life  insurance  companies.  Resi- 
dential construction  that  prevailed  dur- 
ing the  past  year  increased  the  holding 
of  United  States  life  insurance  com- 
panies in  mortgages  to  approximately 
$30  billion,  or  approximately  32%  of 
all  life  insurance  companies,  of  which 
residential  loans  will  account  for  a 
substantial  portion.  Real  estate  hold- 
ings, which  include  home  office  build- 
ings for  life  insurance  companies,  as 
well  as  a  relatively  new  type  of  in- 
vestment called  purchase  and  lease- 
back acquisition,  amount  to  approxi- 
mately $2.6  billion. 

It  is  interesting  to  note  the  changes 
in  life  insurance  investments  that  have 
occurred  during  the  period  following 
the  end  of  World  War  II.  In  1945  ap- 
proximately 46%  of  the  assets  of  all 
life  insurance  companies  were  invested 
in  government  securities,  whereas  mort- 
gages constituted  less  than  15%  of  the 
assets  and  corporate  bonds  stood  at 
about  22.5%.  In  contrast,  today  gov- 
ernment securities  will  account  for  less 
than  10%  of  the  assets  of  life  insur- 
ance companies,  whereas,  mortgages 
have  increased  to  approximately  32%, 
and  corporate  bonds  about  40%. 

As  already  indicated,  significant 
changes  have  taken  place  in  tbfl  pattern 
of  life  insurance  companies'  invest- 
ments. In  the  bond  market  direct  ne- 
gotiations between  borrower  and  lender 
have  become  increasingly  important, 
and  mortgage  lending  has  particularly 
undergone   a  substantial   change   since 


the  end  of  the  war.  The  development 
of  FHA-insured  and  VA  mortgages, 
which  are  negotiable  and  have  broad 
secondary  markets,  have  been  of  major 
significance  to  the  construction  and 
housing  industry.  With  an  FHA  or 
VA  commitment  the  builder  or  sub- 
divider  can  assure  himself  of  institu- 
tional mortgage  financing  at  high  loan- 
to-value  ratios  for  large  scale  projects 
involving  hundreds  of  homes  complete 
with  streets,  sewers,  and  shopping  cen- 
ters. Loans  for  prospective  home  own- 
ers can  be  closed  knowing  that  the 
mortgages  will  be  taken  up  by  life  in- 
surance companies  or  some  other  insti- 
tutional lender  in  accordance  with 
previous  arrangements.  In  1945  vir- 
tually no  VA  loans  were  held  by  any 
life  insurance  companies,  and  the  total 
amount  of  FHA  loans  held  was  less 
than  a  billion  and  a  half.  At  the  end 
of  1955  the  total  FHA  and  VA  loans 
combined  approximately  $125  billion. 
To  cope  with  this  ever  changing  eco- 
nomic condition,  plus  the  fact  that  the 
investment  of  policyholders'  funds 
with  the  object  of  obtaining  the  maxi- 
mum return  consistent  with  safety,  is 
one  of  the  major  responsibilities  and 
activities  of  life  insurance  companies. 
Life  insurance  companies  are  continu- 
ally seeking  employment  of  young  col- 
lege graduates  for  positions  in  their 
securities,  mortgage  loan,  real  estate, 
and  legal  departments.  A  definite  short- 
age of  talent  in  this  field  exists  today. 
Many,  many  opportunities  thus  pre- 
sent themselves  to  any  young  man  will- 
ing to  undergo  the  training  necessary 
to  make  him  an  outstanding  securities 
man,  mortgage  loan  analyst,  real  es- 
tate appraiser,  escrow  officer,  purchase 
and  leaseback  expert,  building  man- 
ager— and  last  but  not  least,  there  is  a 
dire  shortage  of  legal  talent  in  life 
insurance  companies. 
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Career 
Opportunities 


A  sales  career  in 
the  community  of 
your  choice — 
or  training  in 
administrative  work 
at  the  home  office 
in  New  York  City 
in  fields  such  as 

ACCOUNTING 

ACTUARIAL 

INVESTMENT 

• 


For  further 
information,  call 
or  write  the 
Personnel 
Department . . . 


The 

GUARDIAN 

Life  Insurance 
Company 
OF  AMERICA 

50  Union  Square 

New  York  3,  N.Y. 

Established  1860 


PUZZLED 

about  the  choice 
of  a  career? 

HERE'S  WHAT  WE  CAN  OFFER  YOU 


•  An  organization  that  is  one  of  the  largest  and  best 
known  in  the  industry,  writing  all  forms  of  insurance, 
including  Life,  Accident,  Group,  Casualty,  Fire,  Marine 
and  Bonds. 

•  Opportunities  in  practically  every  line  of  work,  in- 
cluding underwriting,  advertising,  sales,  personnel, 
investment,  actuarial  and  many  others. 

•  Promotions  made  from  within  the  organization. 

•  Choice  of  locations.  vEtna  operates  nation-wide.  Appli- 
cants can  often  be  placed  in  their  preferred  sections 
of  the  country. 

•  Thorough  training  program.  A  complete  practical  pro- 
gram of  training  and  development  designed  to  equip 
for  advancement.  Hundreds  of  college  graduates 
throughout  the  >£tna  organization  attest  to  the  value 
of  this  program. 

Write  to  Personnel  Department,  /Etna  Life  Affiliated  Companies, 
Hartford  15,  Connecticut,  or  call  personally  at  the  Company  office 
located  in  the  city  nearest  to  you.  We'll  be  happy  to  see  you — 
or  hear  from  you. 


/ETNA  LIFE  AFFILIATED  COMPANIES 

/ETNA  LIFE  INSURANCE  COMPANY 

/ETNA  CASUALTY  &  SURETY  COMPANY 

STANDARD  FIRE  INSURANCE  COMPANY 

HARTFORD   15,  CONNECTICUT 


NEW    FRONTIERS 


OF    INVESTMENT 


BY  JAMES  J.  O'LEAKY 


Director  of  Investment  "Research  of  the  Life  Insurance 
Association  of  America.  Dr.  O'Leary  has  received  BA 
and  MA  degrees  from  Wesleyan  University  and  a  PhD 
from  Duke  University.  He  has  taught  economics,  most 
recently  at  Duke,  and  in  1946  was  the  Director  of  lie- 
search  for  the  Committee  on  Public  Debt  Policy.  He 
has  been   with  LIAA  since  1947. 


More  than  $50  million  of  the  savings 
of  the  American  people  are  channeled 
into  investment  each  working  day  by 
the  life  insurance  companies  of  the 
nation.  The  great  task  of  investing 
these  funds  safely  but  with  imagina- 
tion and  vision,  challenges  the  finan- 
cial officers  of  the  companies.  This 
article  describes  briefly  how  life  com- 
pany investments  have  served  to  open 
new  frontiers  of  investment  and  thus 
to  contribute  to  the  growth  of  our  na- 
tional   economy. 

Announcement  was  made  recently 
by  the  Tishman  Realty  &  Construc- 
tion Company  that  on  the  site  of  the 
block  between  52nd  and  53rd  Streets 
on  the  West  side  of  Fifth  Avenue  in 
New  York  City  there  will  soon  arise  a 
new  office  building  to  be  built  at  a 
cost  of  $35  million.  Upon  completion, 
it  will  be  purchased  as  an  investment 
by  The  Prudential  Insurance  Com- 
pany of  America  and  leased  on  a  long- 
term  basis  to  the  Tishman  concern.  The 
enormous  drain  upon  our  iron  re- 
sources has  dictated  the  mining  of 
taeonite  (low-grade  iron  ore)  in  the 
Mesabi  Range  in  Minnesota.  The  Met- 
ropolitan Life  Insurance  Company  has 
invested  $200  million  in  this  project. 
Since  the  30's  the  building  of  a  great 
network  of  transcontinental  gas  pipe- 
lines has  brought  natural  gas  from  the 
Southwest  to  the  urban  centers.  The 
financing  of  these  pipelines  has  been 
almost  entirely  by  life  insurance  com- 
panies, with  the  Metropolitan  alone 
now  holding  several  hundred  million 
dollars  of  gas  pipeline  securities. 

Almost  everywhere  one  looks  he  sees 
evidence  of  the  basic  use  of  life  insur- 
ance savings  which  have  been  chan- 
neled into  investment — homes,  farms, 
industrial  plants,  industrial  research 
centers,  railroad  equipment,  electric- 
utilities,    superhighways,    trucks,    mod- 


ern office  buildings,  chain  and  depart- 
ment stores,  shopping  centers,  service 
stations,  nuclear  power  plants,  oil  and 
gas  production  facilities,  municipal  fa- 
cilities of  all  kinds,  hotels,  motels,  hos- 
pitals, clinics,  churches,  school  dormi- 
tories, warehouses — and  so  many  oth- 
ers. Among  the  most  spectacular  are 
the  great  housing  developments  such 
as  Peter  Cooper  Village  and  Stuy- 
vesant  Town  built  by  the  Metropolitan 
in  Xew  York  City,  Fresh  Meadows 
built  by  Xew  York  Life  in  Flushing 
and  the  same  company's  Lake  Mead- 
ows in  Chicago,  and  the  Metropolitan's 
Park  Labrea  in  San  Francisco,  to  men- 
tion only  a  few. 

Perhaps  the  most  striking  character- 
istic of  the  American  economy  through- 
out our  history  has  been  its  tremen- 
dous capacity  for  growth.  This  has 
never  been  more  pronounced  than  in 
recent  years.  The  best  measure  of  our 
growth  is  the  figure  for  gross  national 
product,  or  the  value  of  all  goods  and 
services  produced,  which  rose  from 
$209  billion  in  1946  to  $387  billion  in 
1955 — an  increase  of  85  percent.  Much 
of  this  rise  reflects,  of  course,  the  price 
inflation  we  have  experienced,  but  even 
on  a  "deflated"  basis  GNP  has  still  in- 
creased about  38  percent  from  1946. 
Further  evidence  of  our  remarkable 
growth,  and  indeed  a  primary  casual 
factor,  is  that  business  expenditures 
for  new  plant  and  equipment  have 
risen  from  an  annual  rate  of  about  $15 
billion  in  1946  to  a  rate  of  $35  billion 
this  year. 

"What  has  made  this  impressive 
growth  possible?  The  answer  is,  of 
course,  the  willingness  of  the  Ameri- 
can people  to  save — to  refrain  from 
using  all  of  their  incomes  for  current 
consumption.  These  savings  have  been 
employed  to  pay  for  industrial  plants 
and    equipment,    for    residential    and 


commercial  construction,  for  public 
works — for  all  forms  of  capital  goods. 

Everyone  connected  with  the  life  in- 
surance business  is  proud  of  the  im- 
portant role  it  has  played  in  stimulat- 
ing the  savings  of  millions  of  people 
and  in  channeling  these  funds  into 
fruitful  investment  spending  and 
hence  economic  growth.  As  a  measure 
of  the  importance  of  this  contribution, 
out  of  a  total  increase  of  over  $50 
billion  in  long-term  corporate  debt 
from  the  end  of  1945  to  the  end  of 
1955,  which  went  to  aid  in  financing 
business  expansion,  life  insurance  com- 
panies increased  their  holdings  by 
about  $25  billion,  or  50  percent  of  the 
total.  In  the  same  period  life  company 
holdings  of  nonfarm  mortgage  debt 
rose  $21  billion  out  of  a  total  national 
increase  of  $91  billion,  or  about  23 
percent  of  the  total.  Within  nonfarm 
mortgage  debt,  life  companies  expand- 
ed their  investments  in  mortgages  on 
one  to  four-family  residential  prop- 
erties by  $15.5  billion,  or  about  22  per- 
cent of  the  total  increase  of  $70  billion 
in  these  mortgages. 

The  challenge  to  the  ingenuity  of 
financial  officers  in  successfully  invest- 
ing life  insurance  saving  is  great.  Last 
year  the  net  increase  in  assets  of  the 
several  hundred  companies  in  this 
country  amounted  to  about  $6  billion. 
Taking  account  not  only  of  net  new 
funds  accumulating  in  life  companies, 
but  also  of  repayment  of  mortgage 
loans  and  other  repayments,  the  "gross 
flow"  of  investible  funds  through  life 
companies  is  in  the  neighborhood  of 
$10-12  billion.  This  money  is  directed 
into  the  economy  to  the  important 
areas  of  investment  demand  as  indi- 
cated by  market  forces  and  with  great 
vision  toward  encouraging  new  fron- 
tiers of  cajsital  spending  in  our  econ- 
omy. 
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BROADENING    THE 


INVESTMENT   RISK 


BY  GEORGE  T.  CONKLIN  JE. 


Financial  Vice  President  of  the  Guardian  Life  Insur- 
ance Company  of  America.  Educated  at  Dartmouth,  Co- 
lumbia, and  New  York  University,  Dr.  Conklin  left  Wall 
Street  in  1944  to  join  Guardian  Life.  He  was  appointed 
adjunct  professor  of  finance  at  NYU  in  1953. 


The  life  insurance  industry  with  over 
90  billion  dollars  in  invested  assets  is 
not  only  the  largest  of  the  investment 
institutions  but  more  importantly,  it 
is  the  most  broad-gauged.  Unlike  most 
other  institutions  which  concentrate  on 
one  or  two  types  of  investment,  the  life 
insurance  industry  invests  in  every 
known  investment  medium  and  has 
pioneered  in  the  development  of  new 
avenues  of  investment. 

This  has  not  always  been  the  case. 
In  the  earliest  days  of  life  insurance, 
investments  were  concentrated  in  one 
field  —  mortgages,  which  comprised 
about  90%  of  invested  assets.  Grad- 
ually, as  the  industry  grew  in  impor- 
tance in  the  economy,  additional  fields 
were  entered.  By  the  1920's  invest- 
ments had  been  broadened  to  include 
railroad  and  public  utility  bonds  which 
dominated  investment  until  after 
World  War  II. 

In  the  last  twenty  years  the  active 
area  of  life  insurance  investment  has 
broadened  more  than  in  the  previous 
century.  It  now  encompasses  the  en- 
tire field  of  industrial  and  commercial 
bonds  which  represent  the  most  im- 
portant single  securities  investment 
outlet. 

This  widened  scope  of  investment  is 
not  accidental  in  nature;  it  is  the  in- 
evitable result  of  numerous  factors.  In 
the  distant  past,  with  the  relative  in- 
significance of  insurance  funds,  the  life 
insurance  industry  could  ignore  large 
fields  of  investment  and  concentrate  on 
certain  investment  areas  it  considered 
most  attractive.  With  the  substantial 
growth  of  life  insurance  funds  in  the 
economy,  its  ability  to  do  this  has  be- 
come more  limited.  More  and  more  the 
investments  of  the  industry  have  come 
to  mirror  the  general  pattern  of  the 
demand   of   our   economy   for   capital. 


In  addition  to  this  general  pressing 
there  has  been  the  specific  pressure  of 
competitive  prices  within  the  industry 
compelling  it  to  seek  new  outlets  for 
investment.  Since  the  return  on  a  com- 
pany's invested  assets  is  one  of  the  three 
principal  determinants  of  the  cost  of  its 
policies  to  the  public,  there  is  pressure 
upon  life  insurance  investment  man- 
agement to  earn  the  highest  return  on 
its  assets  consistent  with  safety. 

These  pressures  have  resulted  in  an 
alertness  and  an  awareness  to  new  op- 
portunities for  investment  which  offer 
higher  returns  than  the  older  more  es- 
tablished, and  hence  usually  lower 
yielding  investment  outlets.  One  spe- 
cific example  of  this  alertness  has  been 
the  development  by  the  life  insurance 
industry  of  the  entirely  new  pattern 
for  financing  the  construction  of  new 
natural  gas  pipe  lines,  as  a  result  of 
which  natural  gas  has  rapidly  become 
available  to  consumers  throughout  the 
country. 

PREDICTABLE   ECONOMICS 

The  life  insurance  industry  is  par- 
ticularly fortunate  in  that  from  an 
investment  point  of  view  its  economics 
is  probably  the  strongest  of  any  in- 
vesting institution.  Unlike  most  in- 
stitutions the  liabilities  of  life  insur- 
ance are  very  long  term  and  are  ac- 
tuarially predictable.  Thus,  for  an  av- 
erage company,  an  investment  made  to- 
day will  not  have  to  be  turned  into 
cash  for  some  20  years  or  more  in  the 
future.  In  effect,  therefore,  this  means 
that  life  insurance  companies  basically 
have  little  or  no  liquidity  needs  and  can 
invest  and  hold  for  the  long  term. 
Even  during  the  drastic  depression  of 
the  1930's  there  was  no  year  in  which 
the  life  insurance  companies  did  not 
have  a  heavv  net  inflow  of  cash. 


These  characteristics  of  the  life  in- 
surance industry  mean  in  substance 
that  it  is  ideally  suited  from  an  eco- 
nomic standpoint  to  invest  in  any  field 
that  it  finds  attractive,  and  it  can  take 
greater  investment  risks  than  most 
other  institutions.  The  life  insurance 
industry  particularly  in  the  past  ten 
to  20  years  has  been  capitalizing  on 
these  inherent  advantages — one  exam- 
ple is  the  increase  in  equity  investment. 

Along  with  these  developments 
broadening  life  insurance  investment 
media  has  come  a  compelling  need  for 
investment  analysis  of  a  much  broader 
and  deeper  type  than  sufficed  in  the 
past.  Merely  consider  the  staff  de- 
mands required  by  investment  in  the 
field  of  industrial  and  commercial 
bonds  and  stocks — representing  hun- 
dreds of  separate  industries  requiring 
study  and  thousands  of  companies  re- 
quiring analysis,  and  compare  it  to  the 
past  when  only  railroad  analysts  and 
public  utility  analysts  were  needed. 

And  when  we  take  a  look  at  the  fu- 
ture, it  further  serves  to  empha- 
size the  need  for  an  investment  staff 
second  to  none.  For  the  future  will  be 
the  Research  Age  in  industry  and  this 
will  result  in  a  continued  growth  of  our 
economy  at  an  even  greater  rate  than 
in  the  past.  But  dynamic  research 
means  increasing  risk  to  existing  in- 
vested capital.  This  will  mean  that  ap- 
praisal of  future  trends  will  be  more 
important  than  ever  before  in  security 
analysis. 

Here,  then,  at  one  and  the  same  time 
is  great  opportunity  and  a  great  chal- 
lenge. To  the  broadly  trained  and  real- 
ly able  college  man  interested  in  the 
field  of  investment,  there  can  scarcely 
be  an  opportunity  to  match  that  avail- 
able in  the  life  insurance  field  for  the 
future. 
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NUCLEAR    PROBLEMS 


AND    OPPORTUNITIES 


BY  REUEL  C.  STRATTON 


Assistant  Superintendent  of  the  Travelers  Insurance 
Company.  Coil.  Stratton  was  educated  at  Trinity  Col- 
lege, and  joined  Travelers  after  being  discharged  from 
the  Army.  He  is  now  the  sole  liaison  representative  be- 
tween the  life  insurance  industry  and  the  Atomic  En- 
ergy Commission. 


Insurance  has  followed  every  endeav- 
or of  mankind,  developing  ways  and 
means  whereby  a  man  might  protect 
his  investment  or  his  interest.  Insur- 
ance provides  a  way  to  ease  his  legal 
responsibility.  Where  there  is  adequate 
data  available  with  a  reasonable  spread 
of  the  risk  exposure,  most  forms  of 
coverage  are  now  available  within  nor- 
mal limit  values. 

The  ease  of  availability  today  of  the 
many  forms  of  insurance  which  apply 
to  usual  industrial  activities  has  pro- 
duced a  feeling  that  the  purchase  of  an 
insurance  contract  is  comparable  to 
the  purchase  of  a  can  of  vegetables 
from  a  chain  store  shelf.  Such  is  not 
the  case.  Insurance  is  individually  un- 
derwritten. The  purchaser  must  qual- 
ify to  obtain  his  coverage. 

The  relationship  between  an  insur- 
ing company  and  the  purchaser  of  the 
insurance  is  and  must  be  governed  not 
only  by  the  terms  of  the  insurance 
policy  but  by  the  principles  of  law 
applicable  to  its  interpretation.  Bas- 
ically, a  policy  is  a  contract.  It  consti- 
tutes a  promise  by  the  insurer,  in  con- 
sideration for  a  premium,  to  indemni- 
fy the  insured  for  losses  arising  from 
certain  specified  events  or  perils. 

Based  on  this  principle  it  must  fol- 
low that  an  insurable  interest  is  a  pre- 
requisite to  a  valid  contract.  While  the 
agreement  may  be  speculative  in  a 
certain  sense  and  while  protection  may 
be  provided  for  a  comparatively  small 
sum  of  money,  with  one  party  assum- 
ing the  risk  of  incurring  losses  in 
greater  or  less  amount,  yet  the  con- 
tract does  carry  with  it  the  expectation 
that  the  insured  will  exercise  every 
necessary  effort  to  close  the  avenues 
towards  known  losses.  It  also  carries 
the  expectation  that  the  insured  will 
foresee,  in  so  far  as  possible  and  with 


the  assistance  of  the  insurer,  possible 
future  exposures  and  eliminate  them. 
Without  the  requirement  that  there 
must  be  an  insurable  interest,  an  in- 
demnifying contract  would  be  a  wager. 
Instead  of  this  the  payments  re- 
quired as  a  fee  for  protection  are  now- 
adays based  upon  the  accumulated  his- 
tory of  many  losses  incurred  and  are 
carefully  calculated  from  actuarial 
data  taking  into  consideration  not  only 
the  probability  of  a  loss  but  also  the 
possible  extent  of  such  losses  in  total. 

THIRD    PARTY    LIABILITY 
PROBLEMS 

One  major  part  of  the  present  day 
insurance  problem  which  has  been 
until  recently  a  bottleneck  between  the 
nuclear  industry  and  insurance  is  the 
exposure  under  so-called  "third  party 
liability."  There  appears  to  be  little 
doubt  that  industry  must  bea-r  its  re- 
sponsibility for  the  protection  of  the 
persons  and  the  property  of  those  who 
may  be  considered  as  being  public- 
risks. 

Human  experience  has  shown  it  to 
be  commonplace  that  every  innovation 
designed  to  improve  the  status  of  man- 
kind has  always  been  attended  by 
drawbacks  which  were  not  foreseen  at 
its  commencement. 

I  need  not  go  into  the  law  of  neg- 
ligence as  it  is  known  to  apply  gen- 
erally, but  yet  in  such  application  does 
not  prohibit  the  creation  of  risks  to 
others.  Based  upon  a-  prominent  legal 
decision  made  many  years  ago  the 
statement  was  "we  think  that  the  true 
rule  of  law  is  that  the  person  who  for 
his  own  purposes  brings  on  his  land 
and  collects  and  keeps  there  anything 
likely  to  do  mischief  if  it  escapes,  must 
keep  it  at  his  peril,  and  if  he  does  not 
do    so,    he   is    prima    facie    answerable 


for  all  of  the  damages  which  are  the 
natural  consequences  of  its  escape." 

Common  law  decisions  of  recent  date 
have  decided  that  the  precautions  re- 
quired must  be  appropriate  to  the  risk 
and  that  the  creation  of  an  unreason- 
able risk  to  others  is  an  act  of  negli- 
gence. Here  it  would  appear  that  the 
increased  hazard  from  the  activity 
products  of  a  reactor  if  accidentally  or 
otherwise  dispersed  would  be  consid- 
ered the  creation  of  an  unreasonable 
risk  for  Avhich  the  owner  or  operator 
Avould  be  held  responsible  and  liable 
for  losses  encountered.  Even  if  the  op- 
erator takes  all  reasonable  precaution 
to  avoid  harm  to  others,  it  has  been 
ruled  that  the  operator  of  a  particu- 
larly socially  desirable  enterprise  which 
in  itself  contains  the  possibility  to  do 
harm,  must  assume  the  peril  of  making 
good  any  anticipated  loss  if  it  actually 
materializes. 

Acknowledgment  of  the  seriousness 
of  the  exposure  has  created  a  demand 
within  industry  for  quantities  of  in- 
surance heretofore  unknown  and,  in 
fact,  beyond  the  capacity  of  the  in- 
surance industry.  While  it  is  admitted 
that  all  usual  and  normal  operations 
connected  with  nuclear  reactors  can 
probably  be  satisfactorily  handled,  yet 
the  foreseeable  substantial  magnitude 
of  possible  loss  which  may  be  devel- 
oped from  reactor  installations  requires 
that  the  insurance  industry  proceed 
slowly.  As  of  this  date  there  has  been 
no  statistical  experience  developed  to 
indicate  to  any  degree  of  satisfaction 
either  the  possibility  or  the  probability 
of  a  catastrophe.  Few  are  so  bump- 
tious as  to  prophesy  that  a  severe 
episode  with  a  nuclear  reactor  cannot 
happen.  Few,  if  any,  will  attempt  to 
estimate  the  probability.  It  must  be 
admitted    that    to   date   no   episode   of 
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Technicians  arc  replacing 
a  shield  plug  in  the 
Atomic  Energy  Commission's 
newest  research  reactor  at 
Argonne  National  Laboratory. 
The  scientists  believe  that 
the  reactor  is  sufficiently 
controlled.  However,  the 
high  temperatures  and 
radioaotive  products  that 
might  result  if  the 
reactor  "ran  away" 
necessitate  the  insuring 
of  all  personnel. 


Argonne  National  Laboratory 


any  great  magnitude  has  occurred.  Be- 
cause of  this  lack  of  experience,  rate 
making  becomes  difficult.  The  insur- 
ance industry  must  be  prepared  to  face 
the  fact  that  some  persons  exposed  to 
radiation  may  not  show  evidence  of  the 
exposure  for  years.  This,  then,  intro- 
duces the  question  of  deferred  liabil- 
ity. This  is  extremely  bothersome  un- 
der compensation  laws,  particularly 
when  all  of  the  employees  at  a  reactor 
installation  may  be  exposed  to  a  single 
fatal  event.  This  is  most  unusual  in 
present  day  industry.  To  be  sure  a 
major  episode  .would  endanger  em- 
ployees in  neighboring  plants  who  then 
might  be  questionable  as  to  whether 
or  not  they  would  be  compensation  or 
liability  cases. 

DAMAGE   POTENTIAL 

Present  day  nuclear  energy  tech- 
nology has  created  a  potential  for 
widespread  damage  with  consequent 
enormous  monetary  losses  requiring 
the  insurance  industry  to  assist  in  a 
program  to  minimize  unsafe  condi- 
tions and  to  develop  standards  for  de- 
sign, installation,  inspection  and  main- 
tenance. To  this  latter  there  is  afford- 
ed opportunities  for  progress. 

Wherein  does  this  description  of  in- 
surance   and   nuclear   energy    bespeak 


opportunity1?  The  insurance  industry  is 
no  different  than  a-ny  other  in  the 
present  day  shortage  of  technically 
trained  personnel.  Unfortunately,  the 
insurance  industry  needs  personnel  ex- 
perienced as  well  as  technically  trained. 
While  the  use  of  radioisotopes  and 
other  similar  materials  has  been  ac- 
cepted in  general  usage  yet  every  re- 
actor installation  must  be  evaluated 
upon  its  own  particular  characteristics. 
Nuclear  engineers  are  required  to 
study  the  basic  fundamental  character- 
istics and  design.  Mechanical  engineers 
must  survey  the  control  systems  to  de- 
termine versatility  and  margin  of  con- 
trol. Electrical  engineers  familiar  with 
electronics  must  be  available  to  deter- 
mine the  responsiveness  and  reliability 
of  all  instrumentation.  Safety  Engi- 
neers must  review  the  protection  of 
personnel  and  equipment  against  radi- 
ation effects,  and  determine  if  the  safe- 
ty factors  are  inherent  or  built  into  the 
machine.  Business  administration  grad- 
uates must  review  personnel,  training 
and  educational  programs  together 
with  operating  procedures  and  so  on. 
There  is  an  opportunity  for  mathema- 
ticians and  statistitions  to  develop  ade- 
quate actuarial  data  within  this  new 
industry.  Underwriters  familiar  with 
such  exposures  must  be  developed  and 


these  may  be  drawn  from  the  newly 
graduated.  Civil  engineers  will  be  util- 
ized to  determine  whether  the  site  se- 
lection is  proper  and  to  study  the  seis- 
mology, meteorology  and  hydrology 
characteristics  of  the  area. 

Obviously,  last  but  by  all  means  not 
least,  there  still  remains  the  opportu- 
nity for  those  who  are  interested  in 
sales.  The  impact  of  nuclear  energy 
upon  industry  in  general  has  opened  a 
new  field  for  those  who  choose  to  be- 
come familiar  with  it  and  to  become 
competent  in  determining  the  needs 
for  the  industries  engaged  within  its 
areas.  The  graduate  in  law  will  find 
many  legal  areas  requiring  his  study 
not  only  in  contractual  relationships 
but  also  in  the  determination  of  de- 
cisions without  previous  history.  The 
use  of  radioisotopes  and  nuclear  energy 
in  medicine  has  created  a  new  field 
which  in  many  ways  is  so  far  un- 
touched. It  remains  for  medical  science 
to  determine  whether  nuclear  energy 
is  a  benefit  or  a  detriment  to  our  civil- 
ization. 

Many  of  us  associated  with  nuclear 
energy  today  will  never  see  the  benefits 
which  will  accrue  from  this  new  indus- 
try. Today's  horizon  is  a  Shangri-La 
for  the  recent  graduate.  There  is  an 
opportunity. 
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It  is  truly  said  our  health  is  our 
wealth.  Helping  fellow  Americana  to 
realize  this  can  lead  to  a  wonderful 
public  service  career  coupled  with  a 
very  comfortable  monetary  return.  In 
the  next  ten  minutes,  during  which  you 
could  carefully  read  all  of  this  story, 
more  than  350  people  will  become  hos- 
pitalized ;  more  than  2,460  will  become 
disabled  from  sickness  or  injury;  and 
many  of  them  will  be  disabled  for  life. 
Someday  —  perhaps  tomorrow  —  it 
could  happen  to  you — to  anyone. 

From  the  beginning  of  time  man- 
kind has  struggled  unceasingly  for  se- 
curity. That  struggle  has  brought  into 
play  man's  finest  instincts  and  desires 
and  its  greatest  achievements  have  re- 
sulted when  men  worked  together.  No 
chapter  in  the  history  of  this  struggle 
has  been  more  inspiring  than  the  tre- 
mendous growth  of  health  and  acci- 
dent insurance.  It  is  one  of  the  greatest 
examples  of  cooperative  effort  in  re- 
corded history,  and  in  such  insurance 
man  has  found  his  most  powerful 
weapon  against  insecurity.  Our  com- 
pany is  proud  of  the  part  it  has 
played  in  this  fight  for  economic  inde- 
pendence. 

All  young-  men  in  college  today 
should  take  a  look  at  personal  insur- 
ance as  a  business  career.  The  very 
pages  of  this  booklet  reflect  successful 
career  histories  of  many  insurance  ex- 
ecutives who  should  certainly  serve  as 
inspiration  and  proof  of  opportunity. 
In  health  and  accident  insurance  you 
can  have  a  career  in  the  most  rapidly 
expanding  and  dynamic  segment  of 
the  industry.  You  will  participate  in  an 
industry  that  is  marketing  peace  of 
mind  and  relief  from  financial  bur- 
dens. Can  anyone  imagine  less  than  an 
eternal  demand? 

Health    and    accident    insurance    has 


developed  into  a  whole  family  of  cov- 
erages including  hospital,  surgical,  loss 
of  time  or  income  replacement,  spe- 
cific indemnities  and  our  modern  ma- 
jor medical  policies. 

It  is  not  our  purpose  here  to  trace 
the  dim  beginnings  of  early  isolated 
health  and  accident  coverages,  but 
rather  to  mark  the  spot  when  real  de- 
veloj>ment  began,  why  it  did  not  begin 
sooner,  and  serious  initial  obstacles 
that  had  to  be  overcome. 

Such  insurance  is  largely  a  product 
of  western  democracy  as  we  now  know 
it.  A  man's  voluntary  protection  for 
his  family  is  a  healthy  individualistic 
expression  of  his  higher  nature  and 
inborn  desire  for  self-sufficiency,  as 
opposed  to  the  rank  suppression  and 
complete  dependence  that  existed  and 
still  exists  under  totalitarian  regimes. 

Basically,  man  is  a  gregarious  per- 
son. Even  early  in  history  he  began 
to  associate  and  work  together  in  con- 
cert. It  was  natural  from  all  these 
things  in  living  and  worshipping  to- 
gether to  extend  such  association  to 
economics  to  help  one  another  in  the 
event  of  accident  or  illness.  The  growth 
of  economics  from  simple  natural 
farming  to  a  complex  science  caused  a 
need  for  such  insurance,  its  economic 
counterpart. 

As  our  economy  and  standard  of  liv- 
ing have  grown,  so  also  have  our  in- 
terdependence upon  each  other  and 
the  cost  of  essential  services  Ave  need 
when  income  is  suspended.  We  owe  an 
immeasurable  amount  of  our  progress 
to  accident  and  health  and  other  per- 
sonal insurance ;  were  it  not  for  the 
assurance  it  gives,  much  initiative  of 
the  venturesome  would  be  stifled.  Were 
we  to  save  the  money  we  may  need  in 
the  future,  the  vast  majority  of  us 
would  not  enjoy  nearly  as  much  as  we 


have  now.  At  best,  only  a  minority  of 
us  would  have  the  automobiles,  homes 
and  major  appliances  we  currently  en- 
joy if  unobligated  cash  were  necessary 
at  time  of  purchase. 

Insurance  authorities  tell  us  that  in 
the  scale  of  insurance,  our  number 
one  concern  should  be  permanent  dis- 
ability coverage,  and  then  death,  auto 
liability,  and  personal  liability  in  that 
order.  Obviously,  without  such  dis- 
ability insurance,  a  policyholder  may 
not  be  able  to  pay  premiums  on  any 
other  type  of  insurance  when  illness 
or  injury  strike. 

Let  us  examine  further  this  child 
of  the  industry  which  has  been  born 
of  progress,  the  industrial  revolution, 
freedom  and  democracy.  There  is  more 
to  the  health  and  accident  insurance 
business  than  obtaining  a  signature 
on  an  application  and  collecting  and 
paying  out  money.  To  conduct  insur- 
ance successfully  there  must  be  some 
knowledge  of  what  will  happen  to  a 
certain  group  of  risks.  Naturally  the 
more  knowledge,  the  more  accurate  the 
rate  to  be  charged  and  the  more  stable 
the  industry. 

This  knowledge  coupled  with  the  un- 
certainty of  what  will  happen  to  any- 
one of  this  group  of  risks  forms  the 
basis  for  such  insurance.  The  lack  of 
such  information  very  naturally  made 
issuance  of  health  and  accident  cov- 
erages extremely  risky  and  bona  fide 
companies  apj)roached  such  coverages 
cautiously.  Even  with  the  very  best 
of  such  data,  certain  other  individuals, 
institutions  and  moral  factors  repre- 
sented by  the  hospital,  doctor,  and 
policyowner  or  patient  himself  are 
very  influential. 

Small  wonder  then  that  even  acci- 
dent insurance  is  of  comparatively  re- 
cent  development.    There   had   been    a 
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reasonable  number  of  accident  insur- 
ance experiments  in  Europe  dating 
back  to  the  activities  of  the  sixteenth 
century  North  European  trading  and 
seafaring  communities,  but  the  first 
successful  accident  insurance  activities 
in  this  country  began  in  1897  and  were 
patterned  after  English  companies 
that  wrote  railway  travel  accident  poli- 
cies in  the  1850's.  Sickness,  or  health 
insurance  as  it  is  more  popularly 
termed,  was  born  with  the  twentieth 
century.  From  then  until  the  present 
day,  as  knowledge  and  experience  have 
encouraged  our  footsteps,  coverages 
have  been  expanded  to  include  a  vast 
multitude  of  health  contingencies;  in- 
deed, the  development  lias  been  re- 
fined to  the  point  of  tailoring  insur- 
ance coverage  to  fit  the  individual. 
Such  progress  in  coverage  is  exempli- 
fied by  the  guaranteed-renewable  pol- 
icies developed  shortly  after  1900  and 
the  hospital,  medical  and  surgical  re- 
imbursement coverages  developed  in 
the  1930's  and  early  1940's.  More  than 
one  thousand  companies  writing  health 
and  accident  insurance  are  now  con- 
centrating on  bringing  coverages  to  a 
broader  section  of  the  public,  particu- 
larly the  older  group,  and  to  extend 
renewal  guarantees  on  all  policies  as 
far  as  possible. 

The  applicant  for  personal  insur- 
ance now  has  a  truly  remarkable  store- 
house of  insurance  features  available 
from  which,  with  the  help  of  a  good 
representative,  he  can  select  the  cov- 
erages which  best  fit  the  needs  of  his 
dependents  and  himself  as  a  free  Amer- 
ican. 

Some  of  the  many  features  of  cov- 
erage which  further  indicate  flexibility 
and  growing  maturity  include  special 
risks,  guaranteed  renewable  contracts, 
grace  periods,  coinsurance,  waiting  pe- 
riods, deductible,  confining  or  non-con- 
fining features  and  special  schedules. 
The  healthy  competition  that  exists 
within  the  industry  is  producing  ever 
more  applicable  types  of  coverage.  Xo 
doubt,  too,  the  periodic  attempts  to 
inaugurate  a  nationalized  health  insur- 
ance program  have  spurred  certain  de- 
velopments which  may  otherwise  have 
been  approached  more  cautiously  and 
with  a  bit  more  research.  In  that  re- 
spect the  number  of  firms  following  us 
into  expanded  use  of  electronics  for 
record  keeping  and  research  is  very 
encouraging.  Voluntary  health  insur- 
ance must  overlook  nothing  that  will 
help  us  expand  both  in  terms  of  people 
covered  and  in  terms  of  benefits  of- 
fered. 

We  have  so  far  presented  a  synopsis 
of  the  development  of  health  and  ac- 
cident insurance  and  suggested  the 
excellent  career  prospects  from  a  ma- 
terialistic viewpoint.  The  public  service 
opportunities  of  the  industry  are  won- 


derfully satisfying  to  those  who  have 
already  helped  bring  security  and 
peace  of  mind  to  millions  of  fellow 
Americans. 

The  work  being  done  by  leading 
health  and  accident  organizations  in 
eliminating  financial  worries  when  life 
seems  darkest  has  been  aptly  described 
as  "one  of  the  pillars  of  freedom  in 
America's  democratic  way  of  life." 
Here  is  a  potential  combination  of 
salesmanship  and  public  service  at  its 
greatest.  The  opportunities  for  real 
salesmen  are  unparalleled.  Our  ex- 
panding needs  and  growing  population 
assure  us  that  this  market  will  never 
be  saturated.  Even  prudent  Americans 
do  not  buy  insurance;  they  must  be 
sold.  They  expect  to  be  asked  to  pur- 
chase any  product  today.  Nowhere  else 
does  there  exist  such  opportunity  with 
no  capital  requirement  necessary  other 
than  your  ability  and  desire  to  bring 
this  form  of  security  to  the  free  peo- 
ple of  our  nation. 

Successful  careers  in  our  industry 
are  not  confined  to  insurance  as  such. 
Tremendous  reserves  must  be  wisely 
and  safely  invested.  Advertising  cam- 
paigns require  folks  highly  talented  in 
publicizing  our  services;  actuaries  must 
calculate  correct  premiums  and  explore 
new  coverages ;  and  there  is  a  constant 
demand  for  management  executives 
because,  after  all,  service  is  our  most 
important  product. 

So,  perhaps  as  a  future  insurance 
executive,  you  may  never  play  a  direct 
major  part  in  the  production  of  a 
train,  an  auto,  a  modern  home  or  a 
skyscraper.  However,  the  peace  of 
mind  and  security  which  your  services 
in  the  health  and  accident  industry 
provide  may  well  be  what  makes  own- 
ership of  these  things  possible,  and,  as 
such,  certainly  no  less  important. 

We  mentioned  in  passing  the  possi- 
bilities of  an  investment  career  in  in- 
surance. If  you  have  a  life  or  a  health 
and  accident  insurance  policy,  you 
are  an  owner  and  an  investor  in  your 
country  and  its  future.  We  sometimes 
forget  that  the  millions  of  dollars  in 
assets  serving  to  protect  policyowners 
and  their  families  also  serve  to  help  the 
nation  increase  its  standard  of  living. 
Insurance  money  has  financed  thou- 
sands of  new  homes;  has  helped  cities 
all  over  the  nation  build  schools, 
streets,  bridges,  airports,  parks,  libra- 
ries, fire  stations,  and  even  jails.  Insur- 
ance money  is  helping  to  develop  and 
produce  practically  every  kind  of  prod- 
uct we  use — food,  chemicals,  oil,  drugs, 
shoes,  automobiles,  steel,  paper,  to- 
bacco, clothing,  tires,  machines — and  to 
finance  an  impressive  number  of  pub- 
lic utilities  in  this  country. 

As  in  the  case  of  any  other  industry 
of  exceptional  growth,  there  is  likely 
to    be    an    area    somewhat    overlooked. 


consider  your  career  as 

"The  Man  From 

MUTUAL 
of  OMAHA" 


Do  you  like  people,  want  to  help 
people  get  more  out  of  life  and  get 
well  paid  for  doing  it?  Then,  Mutual 
and  United  of  Omaha  offer  you  a 
very  satisfying  career,  both  in  its 
financial  aspects  and  from  the  stand- 
point of  rendering  a  worthy  service 
to  your  chosen  community. 

Mutual  of  Omaha  has  experienced 
a  fabulous  growth  to  its  present  peak, 
with  over  $172,000,000  premium  in- 
come estimated  during  1956.  Our 
operations  cover  millions  of  policy- 
owners in  all  48  states,  Canada, 
Alaska  and  Hawaii.  You  would  be 
associated  with  the  largest  company 
of  its  kind  in  the  world.  This  means 
top  opportunity  and  highly  respected 
community  status  for  "the  men  from 
Mutual  of  Omaha." 

There   is   always   a   continuing 

market  for  what  you  have  to  sell: 
Insurance  for  life,  protection  of  earn- 
ing power,  protection  against  loss  due 
to  medical  and  surgical  costs. 

Before  you  plan  any  career,  get  in 

touch  with  us.  Learn  about  the 
Mutual  of  Omaha  training  system, 
which  offers  you  six  months  super- 
vised selling  experience  in  the  field, 
and  a  thorough  training  seminar  in 
the  Home  Office.  It  can  lead  where 
you  wish:  from  a  career  as  a  high- 
producing  salesman  to  that  of  a 
General  Agent  supervising  scores  of 
men.    Address : 

Mr.  Howard  Dewey, 

Mutual    Benefit   Health   &   Accident  Assn. 
United   Benefit   Life   Insurance   Co. 
Omaha,   Nebraska 
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The  public  relations  of  the  health  and 
accident  industry  have  not  kept  up 
with  its  other  remarkable  development. 
Recent  unusual  publicity  concerning 
insurance  complaints  pointed  up  the 
need  for  developing'  public  relations. 
Promoters  of  socialized  insurance  and 
medicine  can  always  be  expected  to 
capitalize  on  such  publicity.  Wide- 
spread lack  of  knowledge  on  the  part 
of  the  public,  some  legislatures  and 
even  some  portions  of  the  newspaper 
and  magazine  press  forces  unnecessary 
problems  upon  the  industry  today.  In- 
dividual members  of  the  industry  and 
trade  associations,  such  as  the  Health 
Insurance  Association  of  America, 
have  undertaken  much  to  counteract 
recent  articles  which,  it  is  feared,  could 
be  very  widely  misinterpreted.  We  are 
proud  to  say  that  over  15  million 
health  and  accident  •claims  are  paid 
each  year  and  of  these,  over  99.8%  are 
paid  without  complaint. 

We  can  very  possibly  expect  larger 
and  more  generous  governmental  in- 
surance developments  until  the  inevi- 
table cost  annoys  the  public  more  than 
it  pleases  the  beneficiaries.  The  current 
insura-nee  activities  of  the  government 
are  not  in  themselves  too  encroaching 
upon  the  industry,  but  are  dangerous 
mainly  from  being  an  opening  wedge. 
However,  with  over  105  million  Ameri- 


cans having  some  form  of  voluntary 
health  insurance  and  that  coverage  be- 
ing steadily  extended  both  as  to  degree 
of  protection  and  number  of  people 
enrolled,  Ave  see  continued  great  ac- 
ceptance by  the  public  of  financial  re- 
sponsibility for  health  care. 

Ours  is  a  dynamic  new  industry,  so 
youthful  that  its  effective  regulation 
has  come  about  only  in  the  last  several 
decades.  The  system  of  state  regula- 
tion and  examination  that  has  evolved 
is  doing  an  excellent  job  of  protecting 
the  public  interest.  Recent  attempts  at 
encroachment  on  state  jurisdiction  by 
various  agencies  and  arms  of  the  fed- 
eral government  appear  uncalled  for. 
One  would  much  prefer,  for  example, 
that  the  quality  of  our  defense  or  for- 
eign policy  not  be  diluted  by  the  diver- 
sion of  the  time  and  talents  of  our 
federal  servants  into  spheres  better 
served  at  a  state  level. 

Assuming  that  we  will  retain  our 
individuality  and  not  sink  into  a  com- 
plete welfare  state,  a  logical  dividing 
line  between  public  and  private  health 
care  is  at  that  point  where  the  indi- 
vidual lacks  the  financial  means  of 
supplying  through  insurance  medical 
care  and  economic  assistance  while  ill, 
for  himself  and  his  dependents. 

In  this  respect  we  would  do  well 
here  to  call  attention  to  the  fact  that 


there  seems  to  be  some  confusion 
among  the  proponents  of  public  insur- 
ance as  to  where  real  insurance  of 
financially  able  and  physically  capable 
people  ends  and  public  assistance  be- 
gins. Obviously  the  latter  is  outside  the 
pale  of  insurance.  We  have  no  quarrel 
with  honest  public  service  to  those  who 
fall  Avithin  the  realm  of  public  care. 
We  do,  hoAvever,  question  the  ethics  of 
those  Avho  recklessly  promulgate  a  pub- 
lic insurance  program  actuarially 
bankrupt  from  its  inception.  Social 
insurance  overdone  is  a  departure  from 
the  American  Avay. 

As  the  industry  accumulates  more 
extensive  experience,  wider,  more  lib- 
eral coverages  are  being  made  avail- 
able to  a  broader  group  of  people. 
Free  competitive  insurance  Avill  arrive 
at  the  maximum  of  effectiveness  in  a 
far  more  palatable  and  actuarially 
sound  basis  than  hastily  conceived, 
wholesale  legislation. 

Health  and  accident  insurance  has 
developed  freely  over  the  years  and  it 
is  only  because  it  Avas  free  that  it  has 
developed.  It  has  groAvn  to  be  of  such 
personal  importance  to  every  Ameri- 
can that  its  proper  handling  is  one  of 
the  great  professions. 

We  of  the  fastest  groAving  segment 
of  the  insurance  industry  Avish  you  a] 
hiahlv  successful  career. 
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BASIC    FAMILY 


PROTECTION 


BY  ASA  V.  CALL 


The  original  purpose  of  life  insur- 
ance was  purely  family  protection  and 
today,  in  spite  of  the  variety  of  uses  to 
which  insurance  can  now  be  put,  the 
majority  of  policies  are  still  written 
with  that  purpose  in  mind. 

In  fact  many  of  these  modern  uses 
are  really  just  new  ways  of  protecting 
the  family.  Accident  and  sickness  in- 
surance protects  against  a  sudden  un- 
avoidable financial  blow.  Retirement 
income  insurance  extends  family  pro- 
tection into  a  new  "time  zone."  Even 
business  insurance  is  protection  for  the 
family  of  the  man  who  OAvns  all  or 
part  of  a  business. 

However,  there  are  certain  insurance 
plans  which  are  considered  to  be  basic 
means  of  protecting  the  family.  There 
are  four  of  them :  whole  life,  limited 
payment  life,  endowment,  and  term  in- 
surance. 

Term  insurance,  for  instance,  is  best 
suited  for  certain  temporary  protec- 
tion needs.  It  is  generally  used  for 
business  insurance,  mortgage  protec- 
tion and  creditor's  insurance.  Term  in- 
surance is  a  low  cost  form  which  does 
not  have  cash  values  and  provides  cov- 
erage only  for  a  specified  number  of 
years. 

Whole  life  insurance,  which  means 
a  policy  with  the  same  premium  pay- 
ment each  year  during  the  life  of  the 
insured,  is  perhaps  the  most  versatile 
of  all  plans  because  it  can  perform 
many  different  protection  functions. 
During  the  life  of  the  policy  substan- 
tial cash  values  are  built  up  which  are 
available  as  a  loan  to  the  insured. 

Limited  payment  life,  which  concen- 
trates payments  within  specified  num- 
ber of  years  (10,  15,  or  20  usually), 
is  best  suited  to  individuals  who  have 
a  relatively  high  income  at  the  time 
of  purchase  and  anticipate  reduced 
income  later.   The  premium  of  course 
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is  higher  for  this  form  than  for  whole 
life,  but  the  cash  value  builds  up  faster. 

Endowment  insurance  establishes  a 
principal  sum  through  savings  during 
a  specified  number  of  years  and  yet 
provides  life  insurance  protection  of 
the  policy's  face  amount  during  the 
entire  period.  Obviously  this  plan  best 
suits  those  who  wish  to  save  a  large 
sum  for  use  at  a  future  time — perhaps 
for  the  education  of  children  or  per- 
haps for  use  during  the  retirement 
period.  The  annual  premium  on  en- 
dowment insurance  is  higher  than  on 
any  of  the  other  three  forms,  but  the 
cash  value  builds  faster  until  it  reaches 
the  face  amount  at  maturity. 

Each  plan  has  its  advantages  in 
achieving  certain  goals,  so  combina- 
tions of  these  basic  protection  plans 
have  been  devised  to  fit  modern  needs. 
For  instance,  a  young  man  with  lim 
ited  income  and  several  children  may 
need  more  protection  for  his  family 
than  he  can  afford  to  buy  on  the  whole 
life  plan.  The  insurance  industry 
solves  his  problem  with  a  plan  which 
begins  with  term  insurance  for  maxi- 
mum temporary  protection  at  moderate 
cost  and  then  is  convertible  some  years 
later  into  the  more  permanent  whole 
life  form. 

Retirement  income  insurance  uses 
the  proceeds  of  an  endowment  policy 
to  purchase  an  annuity  paying  month- 
ly income  to  the  insured  beginning  at 
a  sjsecified  age.  These  are  only  two  of 
the  ways  the  four  basic  protections  can 
be  combined.  There  are  many  other 
combinations  for  specific  purposes.  Be- 
cause there  are  so  many  of  these  com- 
binations available  now  it  is  essential 
that  the  life  insurance  buyer  have  the 
advice  of  a  competent  career  under- 
writer. 

To  this  professional,  each  potential 
buyer   is   an   individual   with   his   own 


peculiar  problems  and  needs.  He  has 
no  blanket  solution  which  fits  every 
man.  On  the  contrary  he  is  a  trained 
expert  whose  whole  career  is  based  on 
the  exact  and  careful  designing  of  in- 
surance protection  to  fit  individual 
problems. 

The  day  of  the  old-fashioned  insur- 
ance "agent"  is  gone.  Our  industry 
does  not  welcome  and  does  not  have  a 
place  for  high  pressure  promoters  or 
"fast  buck"  artists.  We  do  not  want 
men  who  put  the  fast  sale  ahead  of 
the  right  sale.  Today's  career  under- 
writer is  an  advisor,  a  counsellor,  and 
a  friend  to  his  clients.  Without  this 
confidential  relationship  the  full  bene- 
fits that  life  insurance  can  provide  will 
never  be  realized. 

What  are  these  full  benefits?  The 
fact  is  that  today  a  man  can  provide 
against  the  hazard  of  his  own  death 
and  be  sure  of  continuing  income  for 
his  family,  money  to  educate  his  chil- 
dren, money  to  pay  debts  he  may  leave, 
money  to  pay  inheritance  taxes  and 
even  money  to  liquidate  his  share  of  a 
partnership.  During  his  lifetime  he  can 
provide  for  continuing  income  for  his 
family  if  he  is  disabled  and  for  pi-o- 
tection  against  the  expenses  of  accident 
and  sickness;  he  can  plan  ahead  for 
money  to  educate  his  children;  and  he 
can  provide  for  retirement  income  for 
himself. 

Part  of  the  flexibility  of  today's  life 
insurance  protection  lies  in  the  various 
"settlement  options"  available  for  the 
beneficiaries  of  policies.  Originally  the 
proceeds  of  policies  were  paid  on  a 
lump  sum  basis  and  these  sums  were 
more  or  less  well  managed  according 
to  the  ability  of  the  beneficiary.  Now 
insurance  companies  pay  the  proceeds 
in  several  different  ways.  The  amount 
may  be  left  with  the  company  and  the 
beneficiary  receive   the  interest   as   in- 
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An  Institutional 

Message 
To  College  Men 


"Want  a  career? 

You  might  -well  find  it  in  Life  insurance! 

The  modern  Life  insurance  company  is  like  a  lively  miniature 
of  the  American  business  world.  Just  about  every  modern 
development  of  business  today  is  put  in  use,  or  studied  in  one 
way  or  another  in  Life  insurance. 

Elsewhere  in  these  pages  you  will  find  articles  dealing  with  the 
many  phases  of  Life  insurance — actuarial,  underwriting,  legal, 
investments,  sales,  medical  and  a  great  many  others. 

y  For  instance,  one  of  the  major  developing  functions  now  is 
business  engineering  and  management  consulting.  You  will  find 
many  openings  in  the  insurance  business  for  this  fascinating  type 
of  work. 

How  about  advertising,  public  relations,  sales  promotion? 
Yes,  indeed,  Life  insurance  today  uses  every  up-to-date  method 
of  helping  Americans  to  benefit  from  the  maximum  use  of  the 
services  of  the  institution  of  Life  insurance.  Young  men  with 
creative  talents  always  find  a  welcome. 

y  In  fact,  there  is  room  in  Life  insurance  for  accountants,  for 
real  estate  appraisers,  for  engineers,  for  chemists  .  .  .  the  list 
could  go  on  and  on. 

Whatever  field  you  plan  to  enter,  there  may  be  an  opportunity 
for  you  in  Life  insurance.  If  you  like  to  tackle  ever-changing 
problems  or  situations  ...  if  you  like  people  and  have  the  ability 
to  get  along  with  them  ...  if  you  want  an  open  field  in  which 
you  will  find  ample  scope  for  your  efforts  .  .  . 

^  Look  to  Life  insurance  first  for  a  satisfying  career.  It  also 
offers  intangibles  that  are  richly  rewarding — the  conviction  that 
one's  work  is  worth  while,  that  it  contributes  to  the  common 
good  . . .  the  knowledge  that  the  hopes  and  ambitions  of  one's 
fellow-men  are  thereby  advanced  .  .  .  and  the  realization  that 
one's  efforts  help  make  another's  dreams  come  true. 
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come  until  the  principal  is  withdrawn. 

Another  option  would  be  payment  in 
equal  periodic  installments  until  the 
proceeds  are  used  up  with  interest  paid 
on  the  decreasing  balance.  Still  another 
would  be  stipulated  income  payments 
for  a  certain  number  of  years.  And 
another  would  be  a  life  income  for  the 
beneficiary.  Since  this  in  effect  is  the 
purchase  of  an  annuity  with  the  policy 
proceeds,  the  amount  of  the  income 
would  depend  on  the  beneficiary's  age. 
Any  of  these  options  can  be  combined 
with  a  partial  lump  sum  payment  to 
take  care  of  extraordinary  expenses  at 
the  time  the  insured  dies. 

Today's  life  insurance  is  also  flex- 
ible enough  to  meet  changed  condi- 
tions with  changed  coverage.  Most  poli- 
cies can  be  revised  to  fit  a  new  finan- 
cial status  of  the  insured.  The  needs  of 
each  family  will  vary  according  to  size, 
the  ages  of  the  parents  and  children, 
the  total  income,  their  present  savings, 
their  talents,  and  their  future  hopes 
and  ambitions. 

Since  in  buying  insurance,  even  with; 
the  guidance  of  a  career  underwriter, 
the  individual  must  exercise  his  free 
choice  and  judgment,  is  it  likely  that 
a  family  will  buy  too  much? 

It  is  true  that  at  present  perhaps 
only  one  family  in  a  hundred  is  ade- 
quately insured,  in  the  sense  that  if 
earned  income  stopped  tomorrow,  they 
could  maintain  a  similar  standard  of 
living.  But  the  insurance  industry  as  a 
whole  guards  against  anyone  buying 
"too  much"  insurance  in  another  sense 
— more  than  he  can  afford  to  pay  for. 
The  industry  has  a  positive  reason  for 
this  attitude  and  it  results  in  real  pro- 
tection for  the  buyer.  An  individual 
who  buys  more  than  he  can  afford  will 
very  soon  let  his  policy  lapse  and  that's 
an  expensive  procedure  for  the  com- 
pany. If  a  policy  lapses  during  the; 
first  few  years  of  its  existence,  the! 
company  will  have  a  net  loss  on  the 
transaction.  Consequently  every  appli-; 
cation  must  be  reviewed  in  relation  to 
the  person's  financial  health  as  well  as 
his  physical  health. 

We  are  always  prepared  for  change. 
Even  though  we  deal  in  long  term 
probabilities,  we  are  extremely  sensi- 
tive to  shifts  in  human  needs.  The  in- 
crease in  demand  for  higher  education, 
the  changing  cost  of  medical  care,  the 
rising  standard  of  living — these  trends 
of  today  mean  changes  in  human  needs. 
Keeping  up  with  these  new  needs, 
finding  ways  to  satisfy  them,  means  an 
industry  that  is  dynamic  and  growing. 
The  personal  satisfaction  that  comes 
from  participation  in  this  process  i$ 
enormous.  In  the  past  it  has  attracted 
men  of  great  ability,  and  in  this  coB 
lege  generation  we  are  looking  for  their 
equal. 
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GROUP    INSURANCE 


AND    ANNUITIES 
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Group  insurance  and  group  annuities 
are  20th  century  developments.  Born 
in  response  to  the  needs  and  foi-ces  of 
an  industrial  age,  they  reflect  more 
strongly  than  other  forms  of  insurance 
the  mass  production  techniques  of  our 
times. 

Once  humorously  traced  to  an  insur- 
ance transaction  of  1854  which  guar- 
anteed the  safe  shipment  of  coolies 
from  China  to  Panama,  the  group  way 
of  insuring  is  recognized  today  as  a 
major  resource  of  private  enterprise 
in  meeting  the  social  and  manpower 
problems  of  industry.  It  seems  virtu- 
ally impossible  to  overestimate  the  sig- 
nificance of  group  protection,  for  al- 
though it  is  essentially  a  shield  for  the 
individual  and  his  family,  its  benefits 
have  filtered  outward  to  affect  the 
social  and  economic  stability  of  com- 
munity, state,  and  nation  as  well. 

As  our  nation's  geographical  fron- 
tiers vanished,  as  industrialization 
brought  forth  the  factory  with  its  fluc- 
tuating labor  force,  as  mechanization 
replaced  personal  skills,  we  faced  new 
frontiers — economic  frontiers.  In  the 
transition  from  an  agrarian  to  an  in- 
dustrial economy  the  stability  of  more 
and  more  American  families  came  to 
depend  upon  the  paycheck  earned  in 
industry.  The  interruption  or  cessation 
of  those  paychecks  due  to  illness,  in- 
jury, old  age,  or  death  meant  economic 
hardship  or  disaster. 

The  need  for  some  form  of  "pay- 
check protection"  against  such  hazards 
was  recognized  by  forward-looking 
employers.  As  a  result,  through  the 
concerted  action  of  management  and 
insurers,  group  insurance  was  devel- 
oped. The  first  life  insurance  policy  on 
a  group  basis  was  written  in  1911.  Pro- 
viding a  year's  pay  upon  the  death 
of  an  employee,  the  policy  stemmed 
directly  from  an  inquiry  from  the  ex- 


ecutives of  the  Chicago  mail  order 
house  of  Montgomery  Ward. 

Concern  over  the  economic  helpless- 
ness and  instability  of  the  industrial 
family  in  the  face  of  death,  accident  or 
prolonged  illness  had  prompted  that 
company  to  institute  an  employees' 
welfare  benefit  society  in  1901.  The  ex- 
periment, however,  had  not  proved  suc- 
cessful, for  scarcely  25  percent  of  em- 
ployees had  subscribed  to  the  plan,  and 
the  system  had  to  be  supported  con- 
tinually by  special  assessment. 

In  this  so-called  "pass-the-hat"  era 
Montgomery  Ward  sought  the  aid  of 
insurers  in  the  sound  administration 
of  the  type  of  program  they  envisioned 
— a  blanket  coverage  which  would  pro- 
vide employees  with  significant  amounts 
of  life  insurance.  As  a  result  of  nego- 
tiations, a  group  life  insurance  plan 
was  worked  out. 

From  this  modest  start,  the  story  of 
group  insurance  has  been  one  of  con- 
stantly widening  horizons.  As  forward- 
looking  employers  took  the  initiative 
in  sponsoring  this  form  of  protection 
for  their  staffs,  the  movement  grew.  By 
1920  group  life  insurance  in  force  in 
the  United  States  had  reached  $1.(5 
billion;  more  than  1.7  million  workers 
were  covered  for  group  life  for  an 
average  of  $9b"0. 

Also  by  1920,  the  modern  group 
weekly  indemnity  policies  had  ap- 
peared. Cast  in  the  same  practical 
mould  as  group  life,  this  low  cost  form 
of  protection  provides  employees  with 
partial  replacement  of  wages  lost  dur- 
ing periods  of  temporary  disability  not 
covered  under  workmen's  compensa- 
tion laws.  About  the  same  time,  group 
accidental  death  and  dismemberment 
insurance  was  written  to  furnish  addi- 
tional funds  to  help  meet  the  heavy 
expenses  that  usually  follow  death  by 
accident,  or  physical  impairment. 


Further  application  of  the  group 
idea  came  about  in  the  late  20's.  In 
that  era  of  expanded  credit,  the  con- 
ception of  insuring  workers  in  groups 
was  adapted  to  a  new  category  of  indi- 
viduals :  groups  of  debtors.  Termed 
group  creditors  insurance,  it  extended 
temporary  life  insurance  protection  in 
amounts  sufficient  to  cancel  individual 
indebtedness  in  the  event  of  death  of 
borrowers  from  financial  institutions 
and  of  individuals  who  purchased  mer- 
chandise or  other  property  on  an  in- 
stalment basis.  Held  back  in  the  30's 
by  economic  depression,  and  during 
World  War  II  by  curbs  on  installment 
credit,  this  phase  of  underwriting  de- 
veloped slowly.  Within  the  past  dec- 
ade, however,  this  "insurance  for  the 
life  of  a  loan"  has  gained  new  impor- 
tance as  a  fundamental  in  the  stability 
and  economic  security  of  many  post- 
war families. 

The  economic  consequences  of  death, 
illness  and  injury  are  serious  enough 
for  the  industrial  worker  and  his  fam- 
ily. Not  so  immediate,  but  serious  in 
its  economic  and  psychological  impli- 
cations, is  the  problem  of  old  age  secu- 
rity. To  help  meet  it,  another  group 
development  of  the  20's  was  the  en- 
trance of  insurance  companies  into  the 
field  of  pensions  for  employees.  The 
new  development,  known  as  the  group 
annuity  plan,  provides  an  orderly,  ac- 
tuarially sound  means  of  assuring  pen- 
sions by  laying  aside  the  necessary 
funds  during  active  employment  years. 
Concern  for  the  older  worker  came  into 
nationwide  focus  during  the  depression 
years  of  the  1930's,  culminating  in  the 
passage  of  the  Federal  Social  Security 
Act  in  1935.  However,  that  Act  estab- 
lished only  a  floor  of  subsistence  pro- 
tection for  the  retired  worker,  and  it 
widely  stimulated  management  to  pro- 
vide additional  pensions  through  group 
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annuities  for  their  employees. 

Also,  tli(>  depression  era  emphasized 
the  need  for  ;i  program  to  help  the 
American  family  budget  ;i  regular  por- 
tion of  income  to  cover  potential  medi- 
cal expenses.  This  need  became  partic- 
ularly emphatic  because  al  about  the 
same  time,  advances  in  medical  and 
hospital  technology  and  increasing 
overhead  began  to  add  significantly  to 
the  cost  of  health  care.  In  response, 
group  insurance  again  expanded  its 
services,  and  during  the  course  of  the 
30's,  group  hospital  and  surgical  ex- 
pense insurance  Avert'  developed  for  the 
employee  and  later  extended  to  his 
family  dependents.  Additional  forms  of 
insurance,  covering  physician's  charges 
and  diagnostic  tests,  were  added  in  the 
1940's. 

In  1950  there  occurred  a  most  sig- 
nificant step  in  the  introduction  of 
Major  Medical  Expense  Insurance,  de- 
signed to  provide  important  protection 
against  the  more  costly  illnesses.  Al- 
though still  experimental,  it  is  im- 
mensely attractive  and  should  prove 
highly  effective  in  meeting  our  coun- 
try's troublesome  problem  of  financing 
health  care. 

Through  the  years  successive  liber- 
alizations in  initial  group  insurance 
requirements  contributed  to  the  growth 
of  the  group  movement.  In  the  begin- 
ning, the  minimum  group  considered 
for  insurance  was  100  lives,  the  theorv 


being  that  a  substantial  number  was 
needed  to  produce  a  satisfactory  aver- 
aging of  health  and  a  sound  group 
risk.  As  the  business  gvew  and  satis- 
factory experience  continued,  the  re- 
quirement was  reduced  to  50  lives.  It 
was  .further  reduced  in  the  middle  40's 
to  25  lives.  Xow  group  plans  are  being 
written  generally  for  groups  of  ten, 
and  by  some  insurers  for  firms  having 
fewer  than  ten  employees,  although  as 
the  number  of  insured  lives  gets  very 
small  some  inquiries  may  have  to  be 
made  concerning  the  physical  condition 
of  individuals. 

An  important  factor  in  the  widened 
scope  of  group  protection  was  the  ap- 
plication of  collective  bargaining  to 
employee  welfare  plans,  a  movement 
which  began  to  assume  importance  in 
the  industrial  management  field  during 
World  War  II.  With  salaries  frozen  by 
the  government's  wage  stabilization 
program,  fringe  benefits  became  issues 
of  employee  demand  in  collective  bar- 
gaining agreements.  Since  that  time  a 
great  many  group  plans  have  been 
union-negotiated.  Some  are  written  in 
the  form  of  trusteed  plans,  with  trus- 
tees chosen  jointly  by  the  union  and 
employer  assuming  the  role  of  policy- 
holder. Some  provide  a  single  insur- 
ance plan  for  all  employees  repre- 
sented by  one  union  in  an  industry  or 
throughout  an  entire  area. 

The    master    policy    or    contract    is 


written  either  with  the  employer  pay- 
ing all,  or  with  those  covered  paying 
part,  of  the  premium.  Under  employee 
contributory  group  plains,  at  least  75 
percent  of  eligible  employees  must  ac- 
cept the  plan  by  giving  the  employer 
written  authority  to  make  the  necessary 
payroll  deduction  for  their  share  of  the 
premium  before  the  group  insurance 
contract  can  take  effect.  The  policy- 
holder is  responsible  for  the  primary 
administration  of  the  plan,  the  collec- 
tion of  employee  contributions,  if  any, 
and  payment  of  total  premium  to  the 
insurer.  As  experience  warrants,  the 
policyholder  receives  dividends  which 
in  effect  constitute  a  return  of  that 
part  of  the  premium  which  is  not 
needed  by  the  insurer  to  meet  claims, 
expenses  and  reserves. 

Amounts  of  insurance  for  each  in- 
dividual are  determined  by  some  rule, 
such  as  according  to  amount  of  salaiy 
or  occupational  classification  or  length 
of  service,  although  for  some  forms  of 
health  insurance  the  same  level  of 
benefits  is  usually  provided  for  all 
persons  covered. 

The  technical  basis  of  most  group 
insurance  is  relatively  simple.  For  in- 
stance, group  life  insurance  is  basically 
in  the  form  of  one-year  term  insur- 
ance. Thus  it  avoids  the  complications 
of  reserves  and  cash  values  accumula- 
tions, and  related  investment  func- 
tions,   found    in    individual    level    pre- 
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mium  life  insurance.  The  same  basis  is 
used  for  the  other  kinds  of  group  cov- 
erages, except  for  group  annuities  and 
for  a  relatively  few  life  insurance 
plans  written  with  level  or  single  pre- 
miums. Generally  speaking,  the  term 
insurance  basis  is  practical  for  groups 
because  they  enjoy  a  more  or  less  con- 
tinuous flow  of  new,  young  additions 
which  prevent  the  cost  from  becoming 
an  increasing  burden  to  the  degree  that 
it  would  do  for  individual  one-year 
term  insurance. 

This  simplicity  of  structure  helps 
make  for  low  cost.  Furthermore,  inex- 
pensive methods  of  marketing  and  gen- 
eral administration  are  greatly  facili- 
tated by  the  bulk  handling  of  the  in- 
surance in  each  group.  Cooperation 
between  an  employer  and  the  insur- 
ance company  makes  possible  a  re- 
markably efficient  operation. 

Another  salient  feature  of  group  in- 
surance that  not  only  helps  reduce  its 
cost  of  administration  but  adds  impor- 
tant social  value,  is  that  it  is  effected 
without  requiring  medical  examination 
or  other  specific  evidence  of  the  indi- 
vidual's health.  Regarded  as  a  some- 
what doubtful  innovation  originally, 
this  waiver  of  evidence  of  insurability 
— and  the  consequent  acceptance  of 
some  impaired  risks — has  proved  sound 
and  practical.  It  rests  on  the  fact  that 
if  groups  of  people  are  formed  for 
purposes  having  nothing  to  do  with 
insurance,  and,  especially  if  the  indi- 
viduals are  in  active  employment,  the 
average  of  the  risks  will  be  satisfactory 
and  commensurate  with  a  reasonable 
premium  structure. 

This  characteristic  of  structural  and 
administrative  simplicity  does  not  re- 
sult, however,  in  a  completely  uncom- 
plicated life  for  insurance  personnel. 
In  fact,  the  ramifications  of  group  in- 
surance, and  the  many  uses  to  which  it 


has  been  applied,  have  complicated  it 
far  beyond  early  dreams.  As  a  major 
example,  the  extension  of  the  mech- 
anism to  provide  several  forms  of 
health  insurance,  and  even  life  insur- 
ance, for  the  members  of  the  families 
of  employees,  added  many  problems. 
At  the  same  time,  this  extension  and 
many  others  importantly  multiplied 
the  purposes  and  virtues  of  group  in- 
surance. 

Interestingly,  records  of  the  New 
York  Surrogates  Office  as  reported 
about  40  years  ago  show  that  85.3%  of 
adult  males  left  no  estate  at  death. 
Other  records  of  the  same  era  indicate 
that  35%  of  widows  were  in  want 
while  90%  lacked  common  comforts, 
and  that  nearly  50%  of  children  left 
school  in  order  to  work  before  com- 
pleting the  eighth  grade.  Comparable 
current  statistics  show  that  86%,  of 
families  carry  some  form  of  life  insur- 
ance; nearly  three-fifths  of  all  widows 
maintain  their  own  households,  with 
the  proportion  as  high  as  70%  among 
those  in  the  age  range  45-54;  approx- 
imately 87%  of  children  between  the 
ages  of  14  and  17  are  enrolled  in 
schools  today. 

Many  factors  have  wrought  these 
changes  in  our  social  and  economic 
structures  and  the  status  of  the  Ameri- 
can family.  Among  these,  wielding  its 
influence,  has  been  group  protection, 
a  living  example  of  how  people  can 
work  together  for  the  common  end  of 
greater  human  development. 

As  illustrated  in  Chart  I,  at  the  end 
of  1955  group  life  insurance  in  force 
had  risen  to  an  estimated  total  of 
$113.6  billion,  of  which  $12.3  billion 
covered  creditors.  Excluding  the  cred- 
itors' insui'ance,  approximately  32  mil- 
lion people  were  insured  for  an  aver- 
age of  nearly  $3,200 — a  far  cry  from 
the  $960  average  of  35  years  ago. 


Group  annuities  in  force  at  the  be- 
ginning of  this  year  covered  3,360,000 
persons  under  4,750  master  contracts 
and  accounted  for  nine  billion  dollars 
of  the  pension  reserves  now  carried  by 
the  life  insurance  companies. 

Also  spectacular  has  been  the  growth 
in  the  various  lines  of  group  health 
insurance. 

During  1955  group  death  payments 
of  more  than  $591.4  million  represent- 
ed cash  available  when  needed  most 
urgently — to  help  provide  the  needs  of 
life  and  keep  family  units  intact  at  a 
particularly  critical  time. 

Also  reflecting  the  tremendous  social 
and  economic  value  of  group  protec- 
tion are  the  $1.3  billion  in  claim  pay- 
ments last  year  registered  in  the  group 
health  insurance  lines.  As  benefit  dol- 
lars, these  payments  helped  many  em- 
ployees meet  the  financial  emergencies 
brought  about  by  loss  of  earning  power 
due  to  illness  or  accident  and  helped 
pay  living  expenses  geared  to  a  typi- 
cal paycheck  budget.  For  countless  in- 
dividuals, they  represented  a  means  of 
securing  necessary  medical  attention 
in  the  early  stages  of  illness,  of  coping 
with  the  expenses  of  hospital,  surgical 
and  prolonged  medical  care  without 
undue  strain  on  family  savings. 

During  1955  more  than  $162.9  mil- 
lion were  paid  under  Group  Annuity 
contracts,  ample  evidence  of  manage- 
ment's and  insurers'  mutual  recogni- 
tion of  the  financial  requirements  of 
the  retired  employee. 

But  outstanding  as  the  service  of 
group  protection  has  been,  we  within 
the  industry  see  many  areas  of  human 
need  still  inadequately  protected.  For 
example,  there  is  still  much  more  im- 
portant work  to  be  done  in  the  field 
of  health  and  medical  care  insurance. 
Also,  the  problem  of  adequate  funds 
for  retirement  years  is  destined  to  be- 
come of  increasing  national  impor- 
tance as  the  average  life  span  steadily 
lengthens.  Bureau  of  Census  estimates 
indicate  that  by  1975  the  number  of 
people  aged  65  and  over  will  rise  to 
20.7  million,  some  10%  of  the  total 
population.  Helping  individuals  meet 
the  financial  requirements  of  old  age  is 
an  important  task  we  face. 

For  the  youth  of  today,  there  is 
great  opportunity  in  a  career  in  the 
group  insurance  field.  Planning  the 
insurance  protection  of  countless 
American  families  is  a  particularly 
rewarding  service.  It  is  one  field  in 
which  the  individual  can  advance  his 
own  career  and  at  the  same  time  help 
to  make  the  life  of  a  great  many  other 
individuals  more  secure  under  the 
American  system  of  private  enterprise. 
Firmly  linked  with  American  progress 
and  the  betterment  of  the  social  order, 
group  protection  offers  opportunity  and 
challenge  to  young  people  today. 
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President  of  the  Massachusetts  Mutual  Life  Insurance 
Company.  Mr,  Kalmbach,  a  fellow  of  the  Society  of 
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Most  of  his  career  (19:24  to  1947)  has  been  with  Lin- 
coln National,  but  in  1948  he  joined  Massachusetts 
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Life  insurance  was  developed  origi- 
nally to  provide  financial  protection 
for  the  family  against  the  consequences 
of  the  untimely  death  of  the  income 
producer.  As  the  advantages  of  the  life 
insurance  contract  became  more  wide- 
ly recognized,  the  annuity  benefit  was 
added  to  meet  the  need  of  the  retired 
person  for  life  income,  and  disability 
features  were  incorporated  to  protect 
the  family  against  the  hazards  of  so- 
called  economic  death.  Thus,  historical- 
ly, life  insurance  was  built  around  the 
needs  of  the  family. 

It  was  only  a  short  step  from  this 
use  of  life  insurance  to  its  use  in  any 
situation  where  financial  loss  would  re- 
sult from  the  death  of  an  individual. 
The  typical  business  enterprise  de- 
pends heavily  upon  the  continued  guid- 
ance of  one  or  more  individuals  for 
financial  success  and,  thus,  is  a  natu- 
ral market  for  life  insurance.  This  use 
of  life  insurance  has  developed  greatly 
during  the  past  decade  or  so  and  is 
continuing  at  a  rapid  rate  with  the 
growth  in  size  and  number  of  business 
concerns  and  the  increasing  awareness 
of  the  adaptability  of  life  insurance  to 
business  needs.  These  needs  are  par- 
ticularly well  defined  in  the  case  of 
closely  held  corporations,  partnerships, 
and  sole-proprietorships. 

Perhaps  the  most  obvious  financial 
loss  faced  by  business  is  that  resulting 
from  the  death  of  a  key  employee. 
There  can  be  no  question  but  that  the 
dominant  factor  in  the  expansion  of 
our  business  economy  is  the  human  fac- 
tor. The  natural  resources,  labor  sup- 
ply, and  capital  equipment  are  inert 
until  combined  under  the  direction  of 
men  with  the  imagination,  skill,  and 
driving  force  to  produce  and  market  a 
product  that  fulfills  a.  human  need. 
When  a  man  such  as  this  becomes  iden- 


tified with  a  business  and  its  opera- 
tion, it  is  difficult  to  determine  his 
value  in  dollars  and  cents,  but  financial 
loss  would  certainly  follow  his  removal 
from  the  business.  A  more  measurable 
loss  would  result  from  the  destruction 
of  the  plant,  equipment  or  inventory 
of  the  business,  and  casualty  insurance 
is  almost  invariably  used  to  indemnify 
for  such  a  loss.  The  loss  of  the  direct- 
ing genius  of  the  human  factor,  how- 
ever, can  be  much  more  serious.  It  is 
only  logical  for  the  business  to  indem- 
nify itself  against  this  loss  by  insuring 
the  life  of  the  key  man  who  is  respon- 
sible for  its  financial  success. 

The  closely  held  corporation  presents 
additional  problems  which  require 
careful  financial  planning.  Although 
the  legal  structure  of  the  corporation 
is  such  that  its  existence  is  not  affected 
by  the  death  of  a  stockholder,  the 
closely  held  corporation  usually  has  a 
management  structure  made  up  of  the 
stockholders  themselves.  Any  change 
in  this  management  structure  will  dis- 
rupt the  harmonious  relationship  that 
has  been  responsible  for  the  success  of 
the  business.  The  stock  of  an  owner 
who  dies  passes  to  his  executor  or  ad- 
ministrator for  ultimate  disposition  to 
other  interests — usually  his  family. 
Many  times  there  is  a  conflict  between 
the  objectives  of  the  deceased  owner's 
family  and  those  of  the  surviving  orig- 
inal owners,  and  internal  pressures  are 
built  up  in  place  of  the  teamwork  that 
originally  prevailed. 

If  the  family  has  succeeded  to  the 
ownership  of  the  stock  it  will  have 
three  alternatives:  1)  retain  all  the 
stock;  2)  retain  part  of  it;  3)  sell  the 
entiic  holding.  Where  a  complete  or 
partial  sale  is  contemplated,  the  natu- 
ral market  is  the  surviving  owners.  The 
alternative    selected    will    depend    on 


many  factors  which  will  vary  with  the 
circumstances,  but  the  soundest  solu- 
tions are  always  those  that  are  planned 
during  the  lifetime  of  all  the  original 
owners  and  made  the  subject  of  a  con- 
tract among  them  to  assure  ultimate 
completion.  Almost  invariably  these 
solutions  will  require  cash  at  the  time 
of  death  for  their  orderly  completion. 
Life  insurance  owned  by  the  corpora- 
tion on  the  lives  of  its  stockholders  or 
life  insurance  owned  by  each  stock- 
holder on  the  others  will  always  pro- 
vide this  needed  cash  at  the  precise 
moment  when  the  need  arises.  No  other 
financial  instrument  can  duplicate  this 
unique  performance,  and  it  is  accom- 
plished with  the  utmost  economy. 

In  many  cases  one  man  has  devel- 
oped the  business  himself,  is  the  owner 
of  a  substantial  majority  of  the  stock, 
and  wants  his  family  to  retain  an  in- 
terest— perhaps  a  controlling  interest 
— in  the  corporation.  Oftentimes  such 
a  man's  assets  consist  almost  entirely 
of  his  interest  in  the  business  he  has 
created.  During  his  lifetime  he  and  his 
family  enjoy  a  very  satisfactory  stand- 
ard of  living.  An  appraisal  of  the  busi- 
ness interest  for  estate  tax  purposes  is 
likely  to  produce  a  substantial  taxable 
value  which  will  result  in  a  large  estate 
tax  and  high  administrative  costs.  With 
the  bulk  of  his  assets  invested  in  the 
business,  such  a  man's  estate  may  not 
include  sufficient  liquid  funds  to  meet 
these  taxes  and  costs  upon  his  death. 
A  forced  liquidation  of  sufficient  stock 
in  the  business  to  meet  these  costs  may 
either  destroy  the  value  of  the  business 
as  a  going  concern,  or  introduce  out- 
side interests  that  are  not  in  harmony 
with  the  objectives  of  the  family.  In 
either  case,  the  businessman's  desires 
for  his  family  are  not  realized. 

Fortunately    the    Internal    Revenue 
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Old  Republic 

and  the  quarter-billion 
dollar  question 

Facts  on  the  Company 

Old  Republic  is  the  eighth  ranking  life  insurance  company  in  the 
country  in  terms  of  insurance  written.  It  is  the  leading  company 
specializing  in  writing  credit  life,  accident  and  sickness  insurance 
for  financial  institutions  engaged  in  credit  transactions.  The  com- 
pany operates  in  48  states,  District  of  Columbia,  Territory  of 
Hawaii,  Commonwealth  of  Puerto  Rico  and  Dominion  of  Canada. 

The  Quarter-Billion  Dollar  Question 

Old  Republic  wrote  1  billion  800  millions  of  insurance  in  1955  — 
an  increase  of  50  per  cent  over  1954. 

In  the  first  half  of  1956,  the  quarter-billion  dollars  in  business 
written  represented  a  28.96  per  cent  increase  over  the  same  period 
in  1955. 

The  question:  Where  will  Old  Republic  get  the  type  of  men  it 
needs  to  handle  a  semi-annual  business  increase  of  a  quarter- 
billion  dollars? 


Facts  on  the  Job. 

Men  employed  as  representatives  will  call  on  top 
executives  of  financial  institutions  —  banks,  sav- 
ings and  loans  and  others  engaged  in  credit  trans- 
actions. 

Representatives  are  needed  to  handle  business 
the  company  now  has,  and  which  all  trends  indicate 
will  continue  to  grow  at  the  present  rate. 

Facts  on  the  Training  Plan. 

Men  are  first  interviewed  at  their  homes,  then 
brought  to  Chicago.  Those  employed  undergo 
formal  classroom  training  and  field  trips  at  the 
home  office  before  entering  the  field  to  work  with 
experienced  personnel.  More  formal  training  pre- 
cedes "going  it  alone." 


Salary  and  executive  fringe  benefits  compare 
favorably  with  the  best. 

Is  There  Room  at  the  Top? 

The  average  age  of  Old  Republic's  top  executive 
echelon  is  in  the  low  40's.  For  many  this  is  still 
their  first  job.  Personnel  turnover  with  the  com- 
pany is  unusually  low.  But  business  growth  has 
outrun  present  personnel. 

During  the  1950-1955  period,  Old  Republic's 
business  increased  4.3  times.  During  the  same 
period,  the  number  of  corporate  officers  remained 
the  same,  while  sales  personnel  increased  only  3.2 
times. 

At  this  rate  of  growth,  the  company  estimates 
it  will  need,  within  the  next  five  years,  50  addi- 
tional sales  representatives,  10  additional  execu- 
tives and  6  additional  corporate  officers.  Current 
recruiting  is  based  on  these  anticipated  needs. 


Old  Republic  is  a  company  worth  investigating.  Consult  your  dean 
or  placement  officer,  write  for  an  interview,  and  be  on  the  look- 
out for  Old  Republic's  recruiting  officer  when  he  visits  your  school. 


Old  Republic  Life  Insurance  Company 

307  North  Michigan  Avenue,  Chicago  1,  Illinois 


Code  offers  relief  for  such  a  business 
owner.  Under  certain  conditions  as  set 
out  in  the  code,  his  corporation  can 
redeem  stock  from  his  estate  in  an 
amount  sufficient  to  meet  these  taxes 
and  costs.  A  usual  requirement  for  the 
purchase  of  its  own  stock  by  a  corpo- 
ration is  the  existence  of  sufficient  sur- 
plus, and  rather  than  take  a  chance 
that  the  corporation  will  accumulate 
the  necessary  cash  surplus  by  the  time 
of  his  death,  the  prudent  businessman 
may  utilize  the  unique  features  of  the 
life  insurance  contract.  A  contract  on 
the  life  of  the  businessman  owned  by 
and  payable  to  the  corporation  will 
provide  cash  at  the  time  it  is  needed  to 
redeem  the  necessary  stock  to  meet 
taxes  and  administrative  costs.  Thus 
the  business  may  be  preserved  as  a 
going  concern  with  the  family  still  in 
control. 

One  of  the  reasons  for  the  rapid 
growth  of  private  pension  plans  in  in- 
dustry during  the  past  fifteen  years  is 
the  increasing  difficulty  of  accumulat- 
ing a  retirement  estate  in  the  face  of 
rising  prices  and  taxes.  In  addition  to 
the  prominent  place  of  the  life  insur- 
ance companies  and  their  contracts  in 
underwriting  these  plans,  there  is  a 
further  and  extremely  important  use 
of  the  contract  of  life  insurance  avail- 
able to  business.  While  the  qualified 
pension  plan  does  much  to  meet  the 
retirement  needs  of  the  average  em- 
ployee, top  executives  often  cannot  be 
adequately  provided  for  through  this 
medium. 

In  competition  for  these  top  execu- 
tives, corporations  cannot  always  effec- 
tively offer  higher  salaries  because  in- 
creasing tax  rates  consume  such  a 
large  portion  of  every  added  dollar 
of  compensation.  Many  corporations, 
therefore,  in  lieu  of  salary  increases, 
are  turning  to  employment  contracts 
that  provide  for  the  payment  of  in- 
come after  the  executive's  death  or  re- 
tirement, thus  providing  a  measure  of 
security  he  could  not  provide  for  him- 
self out  of  highly  taxed  current  com- 
pensation. A  contract  between  the  cor- 
poration and  the  executive  specifies 
annual  salary  payments  that  are  to  be 
made  during  employment  as  well  as 
deferred  payments  to  be  made  upon 
death  or  retirement,  and  enumerates 
the  conditions  the  employee  must  ob- 
serve to  qualify  for  these  payments. 
Thus  the  corporation  undertakes  a  con- 
tractual obligation  that  may  mature 
upon  the  employee's  death  or  retire- 
ment. Corporate-owned  insurance  on 
the  employee's  life  will  cover  this  po- 
tential corporate  liability  whenever  it 
may  occur. 

This  corporate  use  of  life  insurance, 
as  in  the  case   of  key  man  insurance 


discussed  earlier,  involves  very  little 
actual  net  cost  to  the  corporation  since 
it  is  largely  accomplished  by  transfer- 
ring assets  from  the  corporation's  cash 
account  to  a  special  account  generally 
described  as  "Cash  Value  of  Life  In- 
sura.nee."  Thus  even  if  the  contingency 
being  anticipated  never  materializes 
and  the  insurance  contract  is  surren- 
dered for  its  cash  value,  the  actual  net 
expense  to  the  corporation  for  the  pro- 
tection enjoyed  will  be  nominal. 

Many  as  are  the  corporate  uses  of 
life  insurance,  the  partnership  has  an 
even  more  spectacular  need  for  its  pro- 
tection against  financial  loss.  This 
arises  from  the  personal  relationships 
peculiar  to  partnerships.  Unlike  the 
state  chartered  corporation  with  its 
separate  legal  personality  and  exist- 
ence, the  partnership  arises  out  of  an 
agreement  among  individuals  and  has 
no  existence  separate  from  theirs.  The 
law  is  very  specific  and  harsh  in  its 
treatment  of  the  survivors  following 
the  death  of  a  partner.  Death  of  a 
partner  dissolves  the  partnership  and 
the  survivors  are  placed  in  the  position 
of  trustees  charged  with  the  responsi- 
bility of  liquidating  the  firm's  affairs 
and  distributing  the  assets  among  the 
survivors  and  heirs  of  the  deceased 
member.  Any  method  of  reorganiza- 
tion must  have  the  approval  of  all 
interested  parties  or  liquidation  can  be 
forced. 

This  is  a  precarious  situation  and 
one  which  can  result  in  disastrous  loss 
of  values.  An  agreement  made  among 
the  partners  while  all  are  living  can 
establish  their  rights  and  obligations 
in  a  manner  acceptable  to  them  all  and 
thus  avoid  unnecessary  losses.  In  many 
cases,  such  an  agreement  will  provide 
for  continuation  of  the  business  by  the 
survivors  organized  as  a  new  partner- 
ship, with  an  agreed  payment  to  the 
heirs  of  the  deceased  member  for  his 
interest.  This  gives  assurance  of  unin- 
terrupted business  and  a  fair  price  for 
the  heirs.  It  does  require  the  availabil- 
ity of  cash  at  the  time  of  death,  how- 
ever, and  life  insurance  is  the  most 
timely  and  economical  method  of  pro- 
viding this  cash.  Such  life  insurance, 
owned  by  the  firm  on  the  several  part- 
ners, or  owned  by  each  partner  on  each 
of  the  others,  has  and  is  contributing 
greatly  to  the  continuity  and  stability 
of  this  form  of  business  enterprise. 

Finally,  the  most  common  form  of 
business  organization  is  the  sole  pro- 
prietorship. Legally  the  sole  propri- 
etor's business  assets  and  his  personal 
assets  are  not  distinguishable.  There  is 
no  separate  entity  as  in  the  case  of 
corporations  and  no  separate  body  of 
law  as  in  the  case  of  partnerships.  It 
is  the  simplest  form  of  business  organ- 


ization but  does  have  needs  that  are 
best  solved  by  life  insurance. 

The  typical  proprietorship  is  small, 
but  may  very  well  produce  an  excel- 
lent living  for  the  proprietor  and  his 
family.  If  he  has  devoted  most  of  his 
time  and  substance  to  building  the 
business,  and  his  family  looks  to  it  for 
their  major  support,  a  natural  ques- 
tion arises  as  to  what  disposition  will 
be  made  of  the  business  in  case  of  the 
owner's  death.  There  are  three  alterna- 
tives that  he  might  consider :  1 )  liqui- 
date it;  2)  will  it  to  someone;  3)  sell  it. 

The  first  course  very  often  results  in 
great  shrinkage  of  value  and  conse- 
quent financial  loss  to  the  heirs.  Life 
insurance  can  offset  this  loss  and  give 
the  family  full  value  for  the  business. 
The  second  alternative  is  often  desired, 
especially  where  there  are  sons  in  the 
family,  but  a  business  that  has  just 
lost  its  guiding  hand  may  be  in  for 
financial  difficulties.  Creditors  call  for 
payment  on  notes,  banks  are  unwilling 
to  make  loans  to  untried  management, 
collections  slow  up,  and  customers  are 
likely  to  drift  away.  Such  a  business 
needs  cash  to  help  new  management 
through  this  difficult  period  or  it  will 
be  a  liability  instead  of  an  asset.  Life 
insurance  on  the  owner  can  furnish 
this  cash  exactly  when  needed. 

Finally,  a  sale  of  the  business  may 
involve  a  serious  financial  loss,  even 
if  it  is  sold  as  a  going  concern,  if  no 
arrangements  are  made  until  after 
death.  A  much  more  satisfactory  plan, 
if  the  situation  is  appropriate,  is  a 
binding  agreement  with  some  employee 
or  employees  to  buy  the  business  at  the 
owner's  death  and  at  a  specified  price. 
This  creates  continuing  opportunity 
for  the  enterprising  employee  and  as- 
sures the  heirs  of  a  fair  value.  Life 
insurance  owned  by  the  employee  on 
the  proprietor's  life  is  the  surest  and 
most  economical  way  to  accumulate 
the  money  needed  to  meet  the  obliga- 
tions of  such  an  agreement. 

In  summary,  it  is  apparent  that  an 
urgent  need  for  cash  always  arises 
when  the  guiding  human  factor  is  sud- 
denly lost  to  a  business.  Whether  this 
need  is  for  indemnification  or  to  cover 
the  obligations  of  a  buy  and  sell  agree- 
ment, it  is  most  economically  and  con- 
veniently fulfilled  by  life  insurance. 
Part  of  the  opportunity  awaiting  to- 
day's highly  trained  insurance  repre- 
sentative is  that  of  counseling  with 
businessmen  to  point  out  these  prob- 
lems that  can  best  be  solved  by  life 
insurance.  The  imagination  and  intel- 
ligence he  applies  to  the  problems  and 
needs  he  encounters,  in  business  as  well 
as  personal  situations,  are  a  significant 
contribution  to  the  success  and  stabil- 
ity of  our  economy. 
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"Taxes,"  it  has  been  said,  "are  the 
price  we  pay  for  a  civilized  society." 
One  service  of  life  insurance  is  to  pro- 
vide the  funds  for  paying  taxes  con- 
veniently, economically,  and  certainly. 

To  you  young'  men  who  read  these 
pages  seeking-  ideas  for  career  oppor- 
tunities, I  would  present  brief  por- 
traits of  three  outstanding  life  insur- 
ance salesmen.  They  average  at  the 
height  of  their  careers  over  $100,000 
each  of  annual  earnings.  These  men 
all  do  much  work  in  the  area  of  taxes 
and  minimizing'  estate  shrinkage.  They 
illustrate  the  opportunity  for  success 
for  different  personalities  using  di- 
verse methods. 

Sam  sees  many  clients  and  friends 
in  a  business  day.  He  is  constantly  in 
other  men's  offices.  One  of  his  favorite 
approaches  is,  "I  want  to  talk  about 
your  grandchildren."  He  talks  in  hu- 
man terms  about  personal  problems 
created  by  taxes.  He  does  not  pretend 
to  be  an  expert  in  law  and  tax  codes, 
but  he  is  "the  catalyst"  to  help  a  man 
become  sensitive  to  the  need  for  such 
experts.  He  makes  a  family  man  aware 
of  what  taxes  may  do  to  the  estate  he 
has  worked  hard  to  build. 

Bob  is  entirely  different.  He  has 
made  himself  an  authority  on  the  in- 
tricacies of  estate  planning  work.  His 
office  is  full  of  reference  books  and 
his  clients  now  come  to  him  for  pro- 
fessional services  by  appointment. 

The  third  man,  Harry,  is  much 
younger.  He  has  developed  his  business 
since  World  War  II.  He  concentrates 
on  business  phases  of  tax  problems. 
When  a  partner  dies,  or  a  stockholder 
in  a  closed  corporation,  what  do  the 
death  tax  requirements  do  to  the  busi- 
ness? How  can  an  employer  meet  tax 
problems  with  advantage  to  his  em- 
ployees?   His    activities   involve   much 


stimulating  contact  with  business  lead- 
ers. His  mind  is  constantly  active  in 
developing  new  solutions  to  the  prob- 
lems of  growing  businesses. 

These  sketches  give  an  impression  of 
the  many  phases  of  life  insurance  work 
related  to  taxes  and  minimizing  estate 
shrinkage.  Coming  back  to  the  heart 
of  the  mattei',  death  taxes  are  a  tax 
against  capital.  Meeting  such  taxes  be- 
comes a  problem  of  producing  the 
capital  to  pay  the  required  bill. 

The  successful  life  insurance  sales- 
man talks  life  and  not  life  insurance. 
He  sometimes  encourages  his  prospect 
to  think  about  solutions  to  tax  prob- 
lems other  than  life  insurance,  because 
against  that  background  the  simplicity 
and  economy  of  life  insurance  stands 
out  with  striking  contrast. 

For  instance,  paying  the  tax  due 
when  a  man  dies  may  be  accomplished 
by  taking  part  of  the  estate  away  for- 
ever, paying  it  to  the  government.  That 
is,  pay  the  tax  out  of  the  estate.  That 
costs  100  cents  on  the  dollar  of  the 
tax  bill. 

Another  way  is  to  pay  the  tax  for 
the  estate.  Thus  a  man  may  pay  the 
tax  at  a  discount.  By  advance  planning 
he  can  create  the  amount  needed  for 
the  tax  bill.  For  example,  income  on 
$100,000,  or  even  part  of  it,  depending 
on  the  rate  of  earning  and  the  age  of 
the  client  involved,  will  create  a  po- 
tential capital  of  $100,000.  Under  to- 
day's tax  laws  there  are  ways  of  keep- 
ing that  potential  $100,000  out  of  the 
taxable  estate. 

The  question  for  a  client  to  decide 
is  whether  he  wants  to  pay  taxes  out 
of  the  estate  or  for  ttie  estate.  Then 
whether  or  not  to  buy  life  insurance 
is  automatic. 

When  a  man  thinks  of  the  current 
cost  to  meet  his  tax  bill  it  may  be  help- 


ful to  realize  the  yearly  charge  against 
his  estate  represented  by  the  potential 
estate  tax.  Take  a  man  aged  40  with  a 
million  dollar  estate.  His  estate  tax 
would  be  about  $325,000.  His  life  ex- 
pectancy is  about  30  years.  Suppose 
during  his  expectancy  he  lives  just 
within  his  income  and  prides  himself 
on  not  invading  principal.  He  still  is 
going  into  principal  at  the  rate  of  one 
percent  a  year  because  of  the  death 
tax  that  will  be  payable. 

[Minimizing  the  impact  of  estate  taxes 
involves  another  factor.  That  is  liquid- 
ity. Many  estates  have  been  ruined  by 
forced  sales.  For  example,  Colonel  Ru- 
pert is  reported  to  have  been  offered, 
while  living,  $3.5  millions  for  the 
Yankee  Stadium.  After  he  died  the 
stadium  and  the  team — everything — 
were  knocked  down  at  $1.5  millions  by 
the  executors  who  needed  cash. 

Here  again  the  client  must  simply 
think  about  his  problem :  does  he,  or 
does  he  not,  need  more  liquid  capital"? 
If  he  needs  capital  how  can  he  get  it 
at  the  right  time  and  at  lowest  cost? 
There  is  only  one  investment  that  ma- 
tures by  events  and  not  by  dates. 
Would  he  like  to  have  an  option  on 
that  liquid  capital  until  just  when  he 
needs  it?  Life  insurance  offers  that 
solution  to  his  problem. 

Looking  from  another  angle  at  the 
opportunity  to  minimize  tax  problems 
at  death,  an  idea  is  suggested  by  our 
accepted  pay-as-you-go  income  tax 
plan.  We  are  accustomed  to  periodic 
deductions  through  the  year  to  make 
income  tax  payments  as  painless  as 
possible.  The  capital  needed  to  pay 
death  taxes  can  be  bought  in  advance 
on  the  instalment  plan.  The  arrange- 
ment includes  cancellation  of  instal- 
ments unpaid  at  the  time  of  death. 

These  ideas  so  far  have  referred  to 
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whys  of  having  funds  available  to  pay 
death  taxes.  Life  insurance  provides 
money  for  taxes  more  simply,  eco- 
nomically and  surely  than  any  other 
method.  Life  underwriters  offer  a  fur- 
ther service — tire  planning  that  will  re- 
duce I  lie  amount  of  the  tax  hill.  Such 
tax  reduction  is  not  tax  evasion.  Judge 
Learned  Hand  said  truly,  "Anyone 
may  so  arrange  his  affairs  that  his 
taxes  shall  be  as  low  as  possible;  he 
is  not  bound  to  choose  that  pattern 
which  will  best  pay  the  Treasury; 
there  is  not  even  a  patriotic  duty  to 
increase  one's  taxes." 

One  basic  method  which  usually  re- 
duces total  taxes  on  an  estate  is  divi- 
sion, and  as  one  man  put  it,  "the 
longer  the  division  the  better."  That 
means  breaking  up  the  estate  before 
death  and  giving  it  to  spouse,  children 
and  even  grandchildren.  Of  course 
there  is  no  blanket  plan  which  applies 
in  all  cases.  That  is  where  the  help 
of  a  life  underwriter  and  the  other 
experts,  such  as  the  lawyer  and  the 
tax   accountant,   are   needed. 

The  government  has  endorsed  the 
principle  of  division  to  ease  the  impact 
of  taxes  in  the  marital  deduction  pro- 
vision. This  recognizes  the  joint  inter- 
est, in  the  general  sense,  which  married 
couples  have  in  their  holdings.  It  al- 
lows the  division  of  a  man's  estate  at 
his  death  and  the  transfer  of  title  of 
half  of  it  to  his  wife,  under  certain 
conditions,  with  no  estate  tax  on  that 
half  at  that  time.  The  tax  on  the  two 
estates  at  two  different  times  is  usually 
easier  to  meet  than  one  tax  at  the  death 
of  the  husband,  and  it  reduces  the 
hardship  of  double  taxation  on  the 
same  property  within  a  short  span  of 
time.  Life  insurance  on  the  life  of  the 
wife,  adequate  for  the  expected  taxes, 
is  a  new  feature  of  estate  planning 
since  the  federal  tax  recognition  of  the 
marital  deduction  beginning  in  1948. 

Tn  reducing  an  estate  by  division, 
one  of  the  easiest  ways  is  to  give  other 
members  of  the  family  money  for  life 
insurance  premiums.  Through  various 
life  insurance  plans,  estates  can  be 
built  for  new  owners.  For  instance,  a 
man  may  give  his  wife  funds  for  a 
policy  on  his  life  of  which  she  will  be 
the  legal  owner  and  beneficiary.  That 
insurance  will  not  be  included  in  his 
taxable  estate  at  death.  A  grandmother 
may  give  life  insurance  premium 
money  to  grandchildren.  They  may 
buy  and  own  policies  on  their  own 
lives. 

Another  plan  is  for  the  grandpar- 
ent's money  to  be  used  to  finance  life 
insurance  on  the  lives  of  parents  un- 
der which  the  grandchildren  are  own- 
ers and  beneficiaries.  This  is  a  method 
much  appreciated  by  grandparents, 
who    thus    give    double    gifts    to    the 


grandchildren — the  actual  money  and 
the  guarantee  of  at  least  part  of  the 
parents'  life  value  to  their  families  in 
case  of  untimely  death.  The  grandpar- 
ents also  thus  give  their  own  children 
the  priceless  gift  of  complete  freedom, 
since  the  parents  know  that  losses  suf- 
fered by  them  will  not  penalize  their 
families. 

If  gifts  are  made  from  an  individ- 
ual's estate  during  his  lifetime,  there 
may  be  a  gift  tax.  There  are  two  kinds 
of  gifts  which  may  be  made  without 
tax.  First,  a  person  may  give  away  up 
to  $3,000  a  year  to  each  of  as  many 
different  people  as  he  wishes.  These 
gifts  are  not  taken  into  account  at. all. 
Then,  beyond  those,  during  his  entire 
lifetime  he.  may  give  a-way  additionally 
up  to  $30,000  of  his  estate.  On  gifts 
above  these  limits  a  gift  tax  is  pay- 
able, but  the  gift  tax  rates  are  never 
more  than  three-quarters  of  the  estate 
tax  rates,  and  hence  make  for  economy 
in  the  total  estate  plan. 

If  a  person  makes  a  gift  at  death  to 
an  incorporated  institution,  that  has 
tax  advantages.  Such  gifts  are  exclud- 
ed from  his  taxable  estate,  and  so  may 
reduce  the  estate  and  bring  it  into  a 
lower  tax  bracket.  Life  insurance  gifts 
are  especially  welcomed  by  charities, 
educational  institutions,  and  churches 
because  they  are  received  in  cash, 
promptly  after  the  donor's  death,  and 
with  no  chance  of  claims  from  unhappy 
relatives. 

Annual  gifts  to  such  institutions  may 
be  made  through  premiums  on  life  in- 
surance policies.  If  ownership  is  fully 
vested  in  the  institution,  the  premium 
may  be  an  income  tax  deduction  with- 
in the  approved  20%  or  30%  limit. 
For  large  incomes,  the  savings  in  in- 
come tax  owing  to  such  gifts  out  of 
capital  may  be  large  enough  to  finance 
new  life  insurance  that  will  compen- 
sate for  the  property  given  away.  The 
possibility  of  advantage  to  worthy 
causes  and  to  the  estate-holding  fam- 
ily makes  a  fascinating  study,  and  this 
sort  of  case  is  an  interesting  part  of 
the    work   of   some    life    underwriters. 

The  desired  division  of  property 
gives  an  opportunity  for  life  insurance 
sales  and  service,  as  has  been  pointed 
out.  Estate  planning  should  cover  also 
the  problems  involved  in  necessary 
division  of  property.  When  there  are 
a  number  of  heirs  in  the  picture  a  wise 
owner  looks  forward  to  ways  of  sim- 
plifying the  distribution  of  his  estate 
among  them.  This  has  led  many  owners 
to  change  the  kind  of  property  held 
as  they  think  of  its  transfer.  For  ex- 
ample, works  of  art  cannot  be  divided 
easily  and  fairly  among  five  children. 
A  business  or  real  estate  offers  sim- 
ilar problems.  To  liquidate  some  types 
of  property  themselves  while  they  live 


is  one  of  the  kindest  things  many  es- 
tate owners  can  do  for  their  families. 
Life  insurance  or  annuity  contracts 
offer  excellent  vehicles  for  the  transfer 
of  these  liquidated  estate  values. 

In  fact,  setting  an  estate  in  order 
requires  a  very  searching  analysis  of 
the  kind  of  property  that  is  most  use- 
ful at  various  stages  of  a  person's  life. 
What  may  be  a  profitable  and  enjoy- 
able asset  to  a  man  in  the  midst  of  his 
business  life  may  be  a  burden  and  a 
worry  in  retirement  years.  That  which 
is  most  desirable  for  an  industrialist 
with  expanding  operations  may  be 
most  unsuitable  for  his  widow  and  chil- 
dren. 

Life  insurance  property  gives  both 
money  and  money  management.  An  es- 
tate owner  will  want  to  consider  all 
that  means  when  he  is  planning  to 
minimize  the  effect  of  death  and  taxes. 
There  are  certain  definite  tax  advan- 
tages to  a  widow  left  a  life  insurance 
income.  If  an  estate  must  be  reduced 
through  death  taxes  the  impact  on 
the  widow's  income  may  be  i*educed 
through  annuity  arrangements.  Annu- 
ities enable  her  to  use  part  of  her 
principal  to  supplement  current  inter- 
est earnings  but  to  be  secure  in  a  life- 
time income. 

Life  insurance  payable  to  named 
people  need  not  go  through  probate  as 
part  of  the  estate.  This  means  smaller 
direct  costs.  Possibly  other  savings 
may  result  because  the  transfer  is 
made  without  delay  and  enables  the 
family  to  make  early  practical  living 
adjustments.  A  prominent  banker  once 
said  that  his  long  experience  in  han- 
dling estates  convinced  him  that  $100,- 
000  in  life  insurance  for  a  family  was 
worth  $125,000  in  other  kinds  of  prop- 
erty. 

This  brief  review  of  what  we  some- 
times call  "advanced  life  underwriting 
service"  points  out  some  of  the  oppor- 
tunities for  a  college-trained  man. 
Solving  many  of  these  cases  requires 
much  technical  information  and  ex- 
perience and  cannot  be  handled  by  a 
beginner  alone.  However,  our  best  life 
insurance  organizations  today  prepare 
a  new  man  fairly  soon  to  work  effec- 
tively in  these  areas.  Also,  joint  work 
with  a  qualified  associate  is  a  most 
satisfactory  way  for  a  young  man  to 
get  a  share  of  this  business  and  at  the 
same  time  to  learn  how  to  handle  it 
alone. 

The  life  insurance  salesman,  at  ev- 
ery stage  of  his  career,  works  with  the 
interesting  problems  of  life  and  of 
business.  He  constantly  meets  new 
people  and  new  ideas.  The  opportuni- 
ties for  personal  growth  and  self-ex- 
pression are  unlimited  for  the  quali- 
fied man  who  is  willing  to  pay  the 
price  for  success. 
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CREDIT 
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BY  RICHARD  B.  DOSS 


Chairman  of  the  Research  and  'Education  Committee  of 
the  Consumer  Credit  Insurance  Association.  Dr.  Doss 
graduated  Phi  Beta  Kappa  from  the  University  of  the 
South  and  received  his  MA  and  PhD  degrees  in  history 
from  the  University  of  Virginia.  He  is  also  Director  of 
the  Research  and  Personnel  Division  of  the  Old  Repub- 
lic Life  Insurance  Company. 


Last  week  a  25-year-old  graduate  of 
a  business  school  called  me  from  Mans- 
field, Ohio.  He  wanted  to  verify  infor- 
mation concerning  his  extensive  itin- 
erary— one  which  had  taken  him  into 
ten  states  and  caused  him  to  travel  over 
5,000  miles  in  the  past  four  weeks. 
"How's  everything,  John?"  I  asked. 
"Fine.  Traveling  pretty  hard,  but  I 
don't  mind  a  bit.  No  one  could  in  this 
business  with  all  that  you  learn  and  see 
and  do.  It's  fascinating !" 

John  is  one  of  fourteen  young  grad- 
uates from  all  types  of  schools,  big  and 
small,  liberal  arts  as  well  as  business, 
which  my  company,  a  member  of  the 
Consumer  Credit  Insurance  Associa- 
tion, hired  this  spring.  He  served  two 
years  as  a  sergeant  in  the  U.  S.  Army 
Counter  Intelligence  Corps  and  re- 
cently completed  a  BSBA  degree  ma- 
joring in  finance.  You  might  say  John 
"had  been  around."  Like  most  good 
college  students,  he  had  many  attrac- 
tive offers  upon  completion  of  his  de- 
gree. That  he  chose  a  company  special- 
izing in  consumer  credit  insurance 
probably  could  be  attributed  to  the  na- 
ture of  this  40-year-old  industry. 

The  credit  insurance  salesman — and 
the  great  majority  of  executives  in  this 
business  come  from  the  sales  ranks — 
after  several  months  of  training  will 
represent  a  company  which  sells  to  and 
services  virtually  all  types  of  financial 
and  merchandising  institutions  with 
credit  facilities  and  money-lending  op- 
erations. 

Commercial  banks  are  prominent 
among  the  clients  of  successful  credit 
insurance  companies  because  they  make 
instalment  loans  to  people  who  want 
to  buy  household  goods  and  have  no 
funds  readily  available.  Banks  grant 
mortgages,  they  buy  or  discount  auto- 
mobile  finance   paper,   and   they   make 


secured  loans  in  larger  amounts  to 
family  breadwinners  who  want  to  mod- 
ernize their  homes  by  adding  a  garage 
or  building  a  new  room  or  putting  on 
a  new  roof. 

Credit  unions,  which  are  not  for 
profit  lending  agencies  made  up  of 
groups  of  people  organized  to  pool 
their  savings  and  make  loans  to  each 
other,  are  equally  prominent  users  of 
credit  life  insurance.  These  low  cost 
lending  agencies  are  dedicated  to  help- 
ing their  members  solve  financial  prob- 
lems. 

Sales  finance  companies,  farm  credit 
lending  agencies,  savings  and  loan  as- 
sociations, consumer  finance  or  small 
loan  companies,  department  stores 
(with  their  popular  revolving  and 
charge  account  plans),  furniture  and 
appliance  dealers,  and  industrial  banks 
also  find  the  insurance  programs  of 
credit,  insurance  underwriters  attrac- 
tive or  even  prerequisite  to  their  suc- 
cess in  competing  for  the  American 
debtors'  business. 

These  institutions  generally  buy 
their  credit  insurance  programs  from 
salaried  representatives  of  specialty  or 
multiple  line  insurance  companies. 
Why  do  the  institutions  buy  and  why 
do  ambitious  men  enjoy  selling  and 
servicing  these  accounts"? 

The  lenders  or  credit-grantors  as 
well  as  their  debtors  want  the  insur- 
ance protection  because  it  "worry- 
proofs"  their  debts.  Men  enjoy  selling 
it  because  they  must  learn  many  types 
of  insurance  programs  and  because 
they  also  must  learn  about  the  philoso- 
phy and  operations  of  the  financial  in- 
stitutions. 

The  case  of  Harvey  Curtis,  a  22-year 
old  clerk,  will  illustrate  the  meaning  of 
"worry-proofed"  debts.  Curtis  had 
been  married  only  eighteen  months  in 


early  1955  and  was  the  proud  father 
of  a  3-months'  old  baby  boy.  One  Sun- 
day afternoon  Harvey's  car  skidded 
and  overturned.  He  suffered  a  frac- 
tured skull  and  internal  injuries,  was 
hospitalized  for  several  months,  and 
finally  died.  Young  Mrs.  Cuilis  knew 
about  the  bills  they  owed.  Until  her 
husband's  death,  however,  she  was  not 
fully  cognizant  of  the  care  he  had  taken 
to  rid  her  of  worries  and  obligations 
in  case  of  catastrophe. 

When  Harvey  borrowed  to  buy  the 
furniture  and  carpeting  for  their 
apartment,  he  had  purchased  through 
his  financing  institution  credit  life  and 
accident  and  health  insurance  protec- 
tion. Harvey  was  at  least  consoled  that 
while  he  fought  for  life  his  obligations 
were  being  met.  For  his  credit  accident 
and  health  insurance  policy  provided 
benefits  equal  to  his  monthly  furniture 
payments  during  the  period  of  his  dis- 
ability and  were  paid  directly  to  the 
creditor  by  the  insurance  company. 

After  Harvey  died,  Mrs.  Curtis  Avas 
informed  by  the  instalment  credit  de- 
partment of  the  financing  institution 
that  the  unpaid  $590  balance  was  liqui- 
dated under  the  terms  of  the  credit 
life  insurance  policy  which  Harvey 
had   purchased. 

Hence,  these  two  policies  had  pro- 
vided added  security  for  the  financing 
institution  and  protection  and  peace 
of  mind  for  the  debtor  and  his  family. 
Insurance  eliminated  the  necessity  of 
the  creditor  collecting  loan  balances 
due  from  the  bereaved  widow.  And 
the  cost  for  such  protection  had  been 
reasonable. 

Credit  life  insurance,  as  it  is  thought 
of  today,  was  originated  by  Mr.  Ar- 
thur J.  Morris,  founder  of  the  Morris 
Plan  Banks  and  the  Morris  Plan  In- 
surance Society.  The  Societv  issued  its 
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first  credit  life  insurance  policy  in 
1917.  There  was  in  use  at  that  time, 
however,  a  mortgage  redemption  in- 
surance policy  designed  to  assure  sim- 
ilar results — liquidation  of  debt  in  case 
of  the  debtor's  death. 

Not  until  the  end  of  1037  did  the 
number  of  debtors  enjoying  credit  life 
insurance  protection  pass  the  one  mil- 
lion mark.  By  1950  the  number  of 
debtors  protected  soared  to  10.8  mil- 
lion and  more  than  doubled  itself  in 
the  ensuing  five  years  so  that  by  the 
end  of  1955,  27.9  millions  were  insured. 

Credit  accident  and  health  or  dis- 
ability insurance  came  into  its  own 
during  the  post  World  War  II  period 
when  consumer  credit  skyrocketed,  al- 
though it  had  been  tried  on  an  experi- 
mental basis  during  the  1930's.  By  the 
early  1950's  it  was  clearly  established 
as  a  popular  and  worthwhile  program. 
(Unfortunately,  no  nationwide  credit 
accident  and  health  or  disability  statis- 
tics are  available.) 

There  are  two  basic  credit  life  or 
accident  and  health  policy  plans — in- 
dividual and  group.  At  the  end  of  1955, 
16%  of  credit  life  insurance  in  force 
was  on  the  individual  plan  and  84% 
on  the  group  plan. 

Within  each  of  the  basic  policy  plans 


there  are  many  variations,  not  only  as 
to  the  type  of  protection  offered  but 
as  to  the  type  of  contract  between  the 
insurance  company  and  the  creditor- 
policyholder  or  lender-agent.  These 
variations  contribute  substantially  to 
the  fascination  expressed  by  sales  rep- 
resentatives such  as  our  young  ex-ser- 
geant, John.  He  must  learn  to  nego- 
tiate the  contracts  and  generally  su- 
pervise the  handling  of  such  insurance 
in  financial  institutions  throughout  the 
country.  To  issue  tailor-made  policies 
to  different  types  of  institutions  or  to 
incorporate  modifications  in  contracts 
to  meet  local  or  regional  characteris- 
tics of  various  financial  institutions 
will  become  his  responsibility. 

Hence,  the  credit  insurance  company 
representative  or  executive  must  base 
his  salesmanship  and  service  upon 
good  judgment  in  ever-changing  cir- 
cumstances. His  creative  ability  and 
his  knowledge  of  business  conditions 
affecting  credit  institutions  are  pre- 
requisite to  success. 

One  of  the  fourteen  new  members  of 
our  staff,  referred  to  above,  was  asked 
during  a  recent  appraisal  interview 
if  he  felt  he  had  made  the  right  deci- 
sion in  joining  a  company  in  this  in- 
dustry   rather    than    accepting    other 


The  Obligation  of 

a  Great  Name 

In  adopting  the  name  of  Abraham  Lincoln,  this  com- 
pany  assumed   the   responsibility   of   measuring    up   to   that 

great  name in  character,  integrity  and  thoughtful  human 

service. 

America's  appreciation  of  this  way  of  doing  business  is 
reflected  in  the  company's  sound,  rapid  growth.  Organ- 
ized in  1905,  the  Lincoln  National  Life  is  now  among  the 
fewer  than  75  L.  S.  business  organizations  of  all  kinds 
with  assets  totalling  more  than  $1  billion.  With  well  over 
$7  billion  of  insurance  in  force,  it  is  ninth  in  that  respect 
among   all   life   insurance   companies. 


Many  fine  career  opportunities  in  manage- 
ment as  well  as  sales  are  open  in  this  pro- 
gressive, human  company.  We  suggest  you 
write  to  our  Personnel  department  for  book- 
lets describing  the  wide  variety  of  opportun- 
ities with   the   Lincoln. 

THE  LINCOLN  NATIONAL 
LIFE  INSURANCE  COMPANY 

Fort   Wayne    1,   Indiana 


attractive  offers.  He  answered,  "Yes." 
Why?  "There's  something  different  ev- 
ery day  and  it's  usually  important. 
There's  selling  involved,  knowledge  of 
the  law,  of  finance  and  insurance.  A 
man  can  use  a  liberal  arts  background 
just  as  quickly  as  a  business  back- 
ground. Granted  we  sell  to  executives, 
but  they,  like  us,  are  always  interested 
in  the  thousands  of  people  we  both 
serve.  Had  I  gone  elsewhere  I  would 
have  become  a  specialist  and  confined. 
Here  I  am  a  specialist  with  exposures 
unlimited." 

Credit  insurance  operations  are  sub- 
ject to  laws  and  regulations  governing 
insurance  companies  in  every  state  in 
which  they  operate  as  well  as  laws  and 
regulations  governing  the  many  credit 
institutions  which  they  serve.  These 
laws  and  regulations  are  in  a  state  of 
flux.  Representatives  of  companies 
writing  such  insurance  must  keep 
abreast  of  legal  developments. 

The  growth  picture  is  fantastic  for 
several  reasons.  In  1940  only  4.5%  of 
consumer  credit  outstandings  were  pro- 
tected by  credit  life  insurance;  in  1950 
only  18.6%  was  insured,  and  by  the 
end  of  1955  slightly  less  than  50%  of 
the  $37.1  billion  of  consumer  credit 
outstandings  were  protected  by  credit 
insurance.  Combine  this  rapid  pene- 
tration increase  with  the  fact  that  esti- 
mates indicate  a  possible  doubling  of 
consumer  credit  in  the  next  ten  years 
and  one  sees  a  mammoth  industry  in 
the  making.  Credit  insurance  under- 
writers, furthermore,  are  developing 
applications  of  the  debt-liquidation  in- 
surance principle  to  credit  transactions 
other  than  consumer  credit  as  such. 

Here  then  is  a  vibrant  industry  fas- 
cinating to  the  young  man  as  well  as 
to  the  few  seasoned  veterans  on  the 
scene  today.  Here  is  an  industry  found- 
ed to  serve  the  thousands  of  Harvey 
Curtises  who  no  longer  think  it  is  dis- 
graceful to  borrow  money  and  buy 
now  in  order  to  enjoy  better  living 
while  they  pay. 

The  credit  insurance  industry  is 
dedicated  to  the  principle  that  debt 
need  not  outlive  its  maker.  Executive 
talent,  bright  young  actuaries,  and  a 
larger,  better-informed  sales  force  are 
the  immediate  aims  of  management  in 
this  field.  Advancement  is  rapid  by 
virtue  of  startling  growth  and  increas- 
ing administrative  complexities.  This 
industry  is  young  and  in  many  ways 
unstable.  Men  who  join  its  ranks  must 
be  willing  to  accept  a  challenge  as  well 
as  to  capitalize  on  opportunities.  Pres- 
ently the  number  of  companies  writing 
one  of  the  many  forms  of  this  insur- 
ance exceeds  150  and  virtually  all  of 
them  have  dire  personnel  needs. 
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OF    RETIREMENT    PLANS 
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President  of  The  Lincoln  National  Life  Insurance  Com- 
pany. A  graduate  of  the  University  of  Michigan  and  a 
Fellow  of  the  Society  of  Actuaries,  Dr.  Menge  taught 
insurance  at  the  University  of  Michigan  until  1937, 
when  he  joined  Lincoln  National  as  an  actuary.  He  was 
elected  president  in  1954. 


From  the  days  of  Poor  Richard, 
Americans  have  upheld  the  virtue  of 
thrift.  Yet  it  was  only  during  the  last 
quarter  century  that  events  transpired 
to  result  in  a  rapid  development  of 
what  may  be  termed  a  retirement  con- 
sciousness in  this  country.  A  mixture 
of  anxiety  and  informed  concern,  this 
emerging  consciousness  of  the  retire- 
ment problem  has  been  a  major  force 
in  the  establishment  of  the  Federal 
Social  Security  system  and  the  crea- 
tion of  many  private  employer-em- 
ployee pension  plans  which  grant  ben- 
efits supplementary  to  those  of  the 
federal  system.  These  private  plans, 
when  soundly  conceived  and  prudently 
administered,  are  in  essence  an  organ- 
ized program  of  long  term  savings  di- 
rected to  specific  objectives — an  old- 
fashioned  virtue  in  a  different  garb. 

The  severe  depression  of  the  1930's 
resulted  in  an  economic  shock-wave, 
shaking  the  collective  faith  of  the 
American  people  in  the  ability  of  an 
industrial  society,  highly  productive 
though  it  may  be,  to  provide  economic 
stability  for  American  business  and 
financial  security  for  American  fam- 
ilies within  the  traditions  of  freedom 
of  enterprise  and  individual  liberty. 
Out  of  this  harsh  experience  was  born 
a  new  emphasis  on  the  need  for  eco- 
nomic security. 

Life  insurance  companies  are  mak- 
ing an  increasingly  important  contri- 
bntion  to  the  solution  of  the  retire- 
ment problem.  Through  the  sale  of 
annuities  and  retirement  income  con- 
tracts to  individuals  and  the  adminis- 
tration of  employer-employee  pension 
plans,  facilities  are  being  provided  for 
the  accumulation  of  funds  during  the 
individual's  productive  years  and  for 
the  orderly  disbursement  of  funds 
throughout   the   remainder  of  his   life 


after  retirement.  In  fact,  life  insurance 
companies  are  particularly  qualified 
to  perform  these  services  because  of 
their  widely  diversified  investment  op- 
erations, the  specialized  knowledge  of 
their  technical  staffs  and  sales  and 
service  organizations  and  because  of 
the  unique  properties  of  the  life  an- 
nuity, an  essential  element  in  all  of 
these  plans. 

A  life  annuity  is  a  sequence  of  pay- 
ments, usually  of  equal  size,  payable 
periodically  during  the  lifetime  of  a 
person  called  the  annuitant  and  ceas- 
ing at  death.  Each  periodic  benefit  pay- 
ment, in  effect,  consists  partly  of  in- 
terest and  partly  of  a  return  of  prin- 
cipal.  By  combining  the  financial  ex- 
perience covering  large  numbers  of 
annuitants,  the  life  insurance  com- 
pany can  safely  guarantee  to  each  of 
its  annuitants  that  the  annuity  pay- 
ments will  be  continued  as  long  as  he 
lives.  The  company  can  make  these 
guarantees  knowing  that  it  can  rely 
on  the  mortality  statistics  underlying 
the  determination  of  its  rates  to  pro- 
duce a  sufficient  gain  from  those  whose 
deaths  occur  sooner  than  average  to 
counterbalance  the  losses  on  those  who 
survive  to  a  later  date.  If  the  rate  of 
interest  earned  and  the  mortality  of  a 
group  of  annuitants  follows  the  exact 
pattern  of  the  mortality  table,  then 
upon  the  occurrence  of  the  last  death 
within  a  large  group  of  annuitants, 
both  principal  and  interest  will  have 
been  exactly  exhausted  in  benefit  pay- 
ments. Since  no  principal  will  remain 
unused,  only  the  minimum  capital  ac- 
cumulation needed  to  produce  the  de- 
sired income  for  the  duration  of  life 
is  required  when  the  life  annuity  mech- 
anism is  employed.  The  capital  re- 
quirement under  these  circumstances 
is  considerably  less   than   what  would 


have  been  required  to  produce  the 
same  amount  of  income  on  the  basis 
of  interest  only,  with  the  capital  being 
retained  intact. 

Life  annuities  take  many  forms. 
They  may  be  purchased  with  a  single 
deposit  or  they  may  be  purchased  by 
means  of  periodic  dejjosits  extending 
over  a  great  many  years.  They  may 
provide  for  the  commencement  of  in- 
come payments  immediately  upon  the 
payment  of  a  single  deposit  or  im- 
mediately upon  completion  of  a  series 
of  periodic  deposits;  alternatively, 
commencement  of  the  income  pay- 
ments may  be  deferred  for  some  time 
thereafter.  Annuities  may  be  combined 
with  a  provision  for  the  payment  of  an 
insurance  or  death  benefit  before  com- 
mencement of  income  payments,  and 
they  may  be  combined  with  a  provi- 
sion for  a  death  benefit  in  some  form 
payable  at  death  after  commencement 
of  the  income  payments.  This  variety 
permits  the  skilled  life  insurance  sales- 
man to  select  the  particular  type  of 
annuity  best  adapted  to  the  require- 
ments of  his  client. 

The  following  table  shows  the  in- 
crease which  has  taken  place  in  the 
number  of  individual  annuity  policies 
in  force  in  United  States  life  insur- 
ance companies  during  the  last  twenty 
vears  bv  five  year  intervals : 


TABLE  A 

INDIVIDUAL   ANNUITIES  IN   FORCE 

Number  of 

Amount  of 

Year 

Annuities 

Annual  Income 

1935 

710,000 

$375,000,000 

1940 

940,000 

475,000,000 

1945 

1,080,000 

528,000,000 

1950 

1,235,000 

585,000,000 

1954 

1,267,000 

(522,000,000 

(Source  : 

"Life  Insurance 

Fact  Book,"  1955) 
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Practically  every  policy  of  life  in- 
surance is  potentially  a  life  annuity 
contract,  because  of  the  options  it  pro- 
vides for  the  payment  of  the  proceeds 
at  death  or  maturity.  Endowment  in- 
surance policies  usually  permit  con- 
version to  life  annuities  at  maturity, 
and  this  type  of  settlement  in  the 
form  of  a  retirement  income  is  partic- 
ularly popular  with  many  people.  The 
large  numbers  of  endoAvment  and  re- 
tirement income  insurance  policies  now 
in  force  are  not  included  in  the  figures 
shown  above  for  individual  annuities. 
Important  as  the  sale  of  individual  an- 
nuities and  retirement  income  policies 
has  been,  a  greater  contribution  to 
the  retirement  problem  has  been  made 
by  the  life  insurance  industry  through 
the  administration  of  insured  pension 
plans.  The  table  below  illustrates  the 
growth  of  these  plans  during  the  past 
twenty  years. 


During  the  decade  since  the  end  of 
World  War  II,  the  subject  of  pension 
plans  has  been  very  much  in  the  news 
as  major  labor  unions  have  sought  on 
behalf  of  their  members  to  establish 
private  pension  plans  through  collec- 
tive bargaining.  Long  before  this  re- 
cent interest,  however,  many  employers 
had  voluntarily  established  pension 
plans  for  their  employees  and  officers, 
feeling  that  the  long  term  benefits  to 
their  business  enterprises  fully  justi- 
fied the  cost  of  the  plans.  Representa- 
tives of  life  insurance  companies  un- 
doubtedly contributed  to  the  thinking 
that  resulted  in  these  far-sighted  de- 
cisions, pointing  out  that  a  pension 
plan  creates  a  healthier  climate  for 
efficient  operation  and  sound  growth 
of  the  business  enterprise  through  bet- 
ter employee  and  community  relations 
and  an  improved  morale.  Passage  of 
the  Federal  Social  Security  program 
in  1936  also  stimulated  adoption  of 
private  pension  plans  by  providing  a 
subsistence  base  on  which  to  build  an 
adequate  retirement  program  at  rea- 
sonable cost.  The  federal  income  tax 
laws  offer  additional  encouragement  to 
the  adoption  of  private  pension  plans 
bjr  granting  distinct  tax  advantages 
to  both  employer  and  participating  em- 
ployees under  qualified  pension  plans. 

Essentially  an  insured  pension  plan 
is  the  pooling  of  resources  by  a  group 
of  individuals  in  accordance  with  a 
formal  agreement  which  makes  use  of 
the  facilities  of  a  life  insurance  com- 
pany or  the  accumulation  of  deposits 
and  the  payment  of  retirement  bene- 
fits. Larger  groups  generally  use  group 
annuities  of  the  so-called  unit-purchase 
or  deposit  administration  type.  Small- 
er   groups    often    create    trusts    which 


provide  for  the  pension  benefits  by 
purchasing  individual  retirement  in- 
come policies ;  these  policies  frequent- 
ly combine  life  insurance  protection 
with  the  pension  arrangement.  In  ad- 
dition, several  other  types  of  plans 
have  been  developed  by  life  insui-ance 
companies  to  meet  special  situations. 
These  insured  pension  plans  are  al- 
most invariably  arranged  through  em- 
ployers and  the  employers  usually  con- 
tribute the  major  share  of  the  cost. 

As  its  name  implies,  the  unit-pur- 
chase group  annuity  plan  provides  for 
the  immediate  purchase,  with  each 
year's  contributions,  of  a  small  unit 
of  fully-paid,  deferred  life  annuity  for 
each  participant.  A  participant's  total 
lie  annuity  benefit  at  retirement  is  the 
sum  of  the  benefit  units  purchased  for 
him  during  the  years  that  he  parti- 
cipates in  the  plan. 

The  deposit  administration  group 
annuity  plan  consists  essentially  of 
provision  for  the  accumulation  of  an 
unallocated  fund  from  which  a  life  an- 
nuity is  purchased  for  each  parti- 
cipant at  the  time  he  retires.  Actuarial 
estimates  of  the  contributions  which 
should  be  made  to  support  the  cost  of 
the  plan  are  made  periodically.  Guided 
by  such  estimates,  deposits  are  placed 
with  the  insurance  company  from  time 
to  time,  usually  at  least  once  each  year. 
Each  time  a  participant  retires,  there 
is  applied  from  the  deposit  fund  the 
amount  required  to  purchase  the  life 
annuity  for  which  he  has  become  el- 
igible by  the  terms  of  the  plan. 

Adding  to  the  retirement  conscious- 
ness of  our  people  and  to  the  impact 
of  the  retirement  problem  on  our  na- 
tional economy  is  the  increasing  lon- 
gevity of  our  population.  Better  hous- 
ing, better  health  education,  improved 
standards  of  public  health,  improved 
medical  care,  and  the  discovery  of  new 
drugs  are  helping  people  to  live  longer 
lives.  Furthermore,  any  important  ad- 
vance in  the  control  of  cancer,  heart 
disease  and  other  degenerative  disor- 
ders, which  we  all  hope  will  result 
from  current  research,  will  add  ma- 
terially to  the  duration  of  life.  Longer 


life,  however,  means  more  people 
reaching  retirement  age,  and  it  means 
an  extension  of  the  period  during 
which  income  is  required  for  living 
after  retirement. 

The  effect  of  our  greater  longevity  is 
readily  apparent  in  the  growing  pro- 
portion of  our  people  who  are  65  years 
of  age  or  older.  For  example,  in  1900, 
4.1  percent  of  our  population  was  age 
65  or  older;  by  1950  that  figure  had 
increased  to  7.7  percent  and  by  the 
year  2000  it  is  estimated  that  13.2  per- 
cent of  the  population  will  be  age  65 
or  older.  This  population  shift  means 
an  expanding  need  for  intelligent 
planning  that  will : 

1)  provide  an  assured  income 
payable  to  those  who  retire; 

2)  minimize  the  burden  of  tomor- 
row's retirement  income  payments 
on  the  living  standards  of  tomor- 
row's producers  by  accumulating, 
through  the  practice  of  sound 
principles  of  thrift,  a  capital  in- 
heritance that  will  adequately  in- 
crease our  capabilities  for  pro- 
duction ; 

3)  provide  for  retirement  income 
in  ways  which  are  politically  com- 
patible with  our  American  inheri- 
tance. 

Here  is  a  challenge  and  here  is  an 
opportunity  for  the  life  insurance  bus- 
iness to  serve  American  people  and 
American  business  by  accepting  the 
responsibility  of  leadership  in  this  area 
toward  an  aggressive  extension  of  the 
use  of  its  unique  facilities 

Our  nation's  productive  capacity 
and  hence  our  ability  to  save  is  on  the 
increase.  A  competitive  vitality  and  a 
keen  sense  of  social  responsibility  are 
dominant  characteristics  of  the  life  in- 
surance business.  These  are  good  rea- 
sons for  believing  that  the  future  will 
see  an  even  greater  increase  than  the 
past  in  the  use  of  insured  pension 
plans  and  individual  annuity  policies 
to  fulfill  the  needs  of  the  family  and 
business  for  retirement  benefits. 


TABLE  B 

T\r^TTT?lTT>  PFATflTDN  PLANS  TTsT  FORCE 

Year 

Number  c 
Plans 

Number  of                                        Accumulated            Amount  of 
f     Persons              Year's                    Deposits                   Annual 
Covered           Deposits                 (Eeserves)                 Income 

1940 

1,530 

685,000                                 STATISTICS   NOT  AVAILABLE 

1945 

6,700 

1,465,000                                 STATISTICS   NOT   AVAILABLE 

1950 

11,250 

2,740,000   $    925,000,000     $  5,450,000,000      $  995,000,000 

1955 

18,980 

4,150,000      1,415,000,000       11,075,000,000       1,815,000,000 
(Source:  Institute  of  Life  Insurance) 
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Holland  is  a  member  of  the  American  Bar  Association. 
He  advanced  through  various  legal  positions  to  the 
presidency  of  Phoenix  Mutual  in  1948. 


In  its  beginning  life  insurance  was 
used  principally  to  provide  for  burial 
exjienses.  Anything  left  over  helped 
pay  adjustment  expenses  for  the  fam- 
ily. This  called  for  lump  sum  pay- 
ments, and  companies  measured  their 
quality  of  service  by  the  promptness 
with  which  claims  were  paid.  As  life 
insurance  gained  favor,  larger  sums 
were  paid  to  beneficiaries.  The  ques- 
tion arose  as  to  the  best  method  of 
protecting  these  funds  from  loss  and 
at  the  same  time  preserving  the  un- 
used portion  so  as  to  provide  addi- 
tional funds  through  interest  earnings. 

Stories  became  prevalent  about  bene- 
ficiaries who  had  dissipated  insurance 
funds  or  had  lost  them  through  unwise 
investments.  The  insuring  public  be- 
gan to  request  the  life  insurance  com- 
panies to  protect  against  this  hazard. 
Out  of  this  demand  grew  the  issuance 
of  policies  containing  income  settle- 
ment options.  These  options  permitted 
the  beneficiary  to  elect  to  receive  pay- 
ment in  any  one  of  several  methods. 
The  most  common  permitted  the  funds 
to  be  left  with  the  company  at  interest, 
to  be  paid  in  a  specified  number  of  in- 
stallments with  accumulated  interest, 
or  to  be  paid  as  a  life  annuity. 

This  did  not,  however,  meet  the  en- 
tire need  of  the  insured  because,  in 
most  instances,  he  wanted  to  be  certajn 
that  a  specified  income  was  going  to  be 
paid  after  his  death.  This  would  re- 
lieve the  beneficiary  of  the  necessity 
of  arranging  for  the  use  of  the  options 
and  avoid  any  danger  of  unwise  in- 
vestment or  possible  wasting  of  the 
insurance  proceeds.  As  a  result,  the 
life  insurance  companies  devised  the 
use  of  supplementary  contracts  through 
which  the  insured  determined  the 
method  of  settlement  for  his  life  in- 
surance proceeds.   By  using  the  basic 


settlement  options  with  combinations 
and  modifications,  a  very  large  variety 
of  settlement  plans  could  be  arranged 
so  as  to  meet  almost  any  conceivable 
plan  for  the  adequate  protection  of 
his  beneficiaries. 

Usually  the  insurance  company  does 
not  become  a  trustee.  Its  obligation  is 
simply  to  make  specified  income  pay- 
ments at  stated  intervals.  Funds  for 
this  purpose  are  not  segregated  but 
remain  a  part  of  the  general  assets  of 
the  company.  This  offers  the  greatest 
possible  security  to  the  beneficiary. 

The  income  is  guaranteed  and  often 
the  particular  income  settlement  agree- 
ment with  the  insurance  company  pro- 
vides for  additions  to  the  income  if  the 
experience  of  the  company  leaves  mar- 
gins above  the  cost  of  providing  the 
guaranteed  income.  Furthermore,  some 
of  the  options  make  available  life  an- 
nuities which  life  insurance  companies 
are  especially  well  equipped  to  pro- 
vide. This  provides  the  assurance  that 
the  beneficiary  will  not  outlive  the  in- 
come. 

There  are  a  multitude  of  arrange- 
ments available  which  are  too  numer- 
ous to  outline.  However,  for  illustra- 
tion, one  of  the  common  plans  for  fam- 
ily protection  arranged  by  the  insured 
contains  substantially  the  following 
lirovisions : 

1)  The  proceeds  of  the  policy  are 
left  with  the  insurance  company 
at  interest  for  the  benefit  of  the 
insured's  widow.  The  interest  is 
guaranteed,  usually  at  a  rate  of 
not  less  than  2%  to  2%%  per 
annum,  often  with  provision  for 
additional  interest  if  earnings  of 
the  company  exceed  the  guaran- 
teed rate; 

2)  The  widow  is  given  the  right 
to    make    withdrawals     from    the 


principal  which  may  be  limited 
to  a  specified  amount  each  year; 

3)  The  widow  is  also  given  the 
right  to  have  part  or  all  of  the 
principal  remaining  applied  to 
provide  a  life  annuity  on  her  life 
after  attaining  the  age  of  60  years. 
This  is  arranged  so  as  to  give  her 
as  high  an  income  as  possible  in 
her  later  years  when  the  children 
have  become  grown  and  there  is 
no  longer  any  need  to  retain  the 
principal  amount  for  their  bene- 
fit; 

4)  Should  the  widow  die  while 
any  of  the  principal  amount  re- 
mains, the  balance  is  divided 
equally  among  the  children  and 
each  child's  share  is  held  until  a 
specified  age,  at  which  time  each 
receives  his  share. 

In  other  cases  a  specified  monthly 
income  is  paid  as  long  as  the  princi- 
pal, with  accumulated  interest,  lasts. 
Each  payment  is  made  to  the  widow, 
while  living,  and  after  her  death  in 
equal  shares  to  the  children. 

Or  the  children  may  all  be  grown 
and  the  real  need  may  be  a  maximum 
income  to  the  widow,  in  which  case  the 
amount  of  insurance  is  applied  directly 
under  a  life  annuity  for  her. 

Life  insurance  income  is  sometimes 
used  to  take  care  of  the  home  mortgage 
payments  as  they  fall  due.  However,  if 
the  mortgage  terms  permit,  the  mort- 
gage usually  should  be  paid  off  as  soon 
as  possible  by  applying  the  insurance 
proceeds  in  a  single  payment  in  order 
to  stop  further  interest  charges  on  the 
mortgage. 

It  is  often  advantageous  for  busi- 
ness partners  or  stockholders  in  a 
closed  corporation  to  secure  insurance 
on  the  lives  of  each  other  for  the  pur- 
pose of  transfering  the  ownership  of 
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the  business  to  the  survivor  upon  the 
death  of  the  first  to  die.  This  enables 
the  survivors  to  carry  on  the  business 
operation  without  interruption.  The 
insurance  can  be  arranged  to  provide 
an  income  for  the  family  of  the  dece- 
dent to  replace  the  income  from  his 
business  interest. 

All  income  plans  should  be  reviewed 
at  intervals  so  that  proper  revisions 
can  be  made  to  meet  changing'  condi- 
tions in  the  insured's  family.  For  the 
same  reason,  wills  should  also  be  re- 
viewed from  time  to  time.  Regardless 
of  how  the  proceeds  are  to  be  paid, 
the  insurance  should  always  be  thought 
of  in  terms  of  the  income  it  will  pro- 
vide. That  is  the  best  way  for  an  in- 
sured to  measure  the  amount  of  in- 
surance he  should  own.  For  example, 
an  insured  who  has  $20,000  of  life  in- 
surance may  think  the  amount  ade- 
quate until  he  finds  that,  at  3%  per 
annum,  it  will  provide  an  interest  in- 
come of  only  $600  a  year.  To  provide 
a  larger  income,  using  the  principal 
and  interest  accumulations  at  3%  per 
annum,  this  amount  of  insurance  will 
pay  $200  a  month  for  only  nine  years 
and  six  months. 

For  that  reason  some  years  ago  life 
insurance  began  to  be  marketed  on 
the  basis  of  income  instead  of  merely 
the  face  amount  of  life  insurance.  This 
change  in  the  marketing  method  gave 
rise  to  the  use  of  so-called  "estate" 
plans  presented  by  many  life  insur- 
ance salesmen  today.  Under  these  plans 
the  amount  of  the  insurance  is  deter- 
mined by  the  amount  of  income  needed. 
The  necessary  funds  to  meet  estate 
taxes  and  other  expenses  are  made 
available  immediately  and  the  balance 
is  used  to  provide  the  necessary  in- 
come   for    the    beneficiaries.    Anv    un- 


used funds  upon  the  death  of  the  pri- 
mary beneficiary  are  passed  on  to 
secondary  beneficiaries  in  income  or  in 
a  lump  sum.  No  plan  has  ever  been 
devised  which  lias  given  so  much  se- 
curity with  such  certainty  of  income. 

Many  and  varied  arrangements  for 
the  payment  of  policies  in  income  have 
developed  out  of  the  requests  of  policy- 
holders and  the  desire  of  life  insur- 
ance companies  to  meet  specific  situa- 
tions confronting'  individual  policy- 
holders. This  service  is  rendered  by  the 
life  insurance  companies  solely  for  the 
benefit  of  policyholders  and  their  bene- 
ficiaries. It  usually  has  been  provided 
at  not  more  than  actual  cost.  Life  in- 
surance companies  are  not  in  competi- 
tion with  life  insurance  trusts  that  are 
often  arranged  with  corporate  trustees 
where  the  function  of  conserving  the 
insurance  proceeds  is  properly  carried 
out  and  where  the  guaranteed  income 
is  not  important  or  the  life  annuity 
principle  is  not  required. 

The  trusteed  plans  have  the  advan- 
tage in  certain  situations  where  the  in- 
sured desires  the  trustee  to  use  its  dis- 
cretion as  to  when  and  how  much 
should  be  paid  to  the  beneficiai'y  ac- 
cording to  general  instructions  con- 
tained in  the  trust  instrument.  Usually 
the  income  payments  made  by  a  life 
insurance  company  are  fixed  in  amount 
and  conditioned  on  the  happening  of 
clearly  defined  events  or  on  specified 
dates. 

The  early  uses  of  life  insurance  to 
provide  income  related  principally  to 
the  death  benefit.  In  addition,  in  recent 
years  the  public  has  come  to  think  more 
and  more  of  insuring  income  to  the  in- 
sured while  he  is  living.  Life  insurance 
companies  have  been  quick  to  respond 
to  the  needs  and  desires  of  the  insuring 


public  in  this  respect.  As  a  result,  the 
income  uses  of  life  insurance  have  in- 
creased steadily.  The  major  use  has 
been  to  provide  retirement  incomes 
either  to  the  individual  or  to  individ- 
uals through  group  arrangements.  The 
life  insurance  policy  may  be  designed 
to  provide  a  retirement,  income  at  a 
selected  age,  usually  at  55,  60,  65  or  70. 
Of  course,  any  life  insurance  policy 
that  has  a  cash  value  may  also  be  used 
to  provide  a  retirement  income  by 
placing  the  cash  or  maturity  value 
under  one  of  the  income  options  at  any 
age  desired.  Many  of  these  policies 
also  contain  provisions  for  joint  sur- 
vivorship annuities  which  are  available 
to  continue  income  so  long  as  either 
the  insured  or  his  beneficiary  is  living. 

Some  policies  are  used,  to  provide 
educational  payments  for  children.  The 
arrangement  most  often  made  is 
through  the  use  of  endowment  policies 
maturing  at  the  beginning  of  the  edu- 
cational period.  The  maturity  value  is 
paid  in  installments  during  the  educa- 
tional period.  Should  the  insured  die, 
the  proceeds  of  the  policy  are  held  at 
interest  by  the  company  until  the  edu- 
cational period  and  paid  in  install- 
ments during  that  time. 

The  arrangements  for  income 
through  life  insurance  have  been  de- 
veloped from  a  century  of  experience 
of  life  insurance  companies  in  meeting 
the  social  and  economic  needs  of  the 
insuring  public.  The  great  majority  of 
our  citizens  have  come  to  think  of  their 
own  requirements  and  the  needs  o" 
their  families  in  terms  of  periodic  in- 
stallments of  income.  As  needs  of  the 
insuring  public  change,  the  arrange- 
ments by  the  life  insurance  companies 
will  continue  to  be  modernized  to  meet 
these  needs. 


INCOME  USE  OF  LIFE  INSURANCE  BENEFIT  PAYMENTS 


FUNDS  ACCUMULATED  FOR  INCOME  USE 

MILLIONS  OF  DOLLARS 


ANNUAL  PAYMENTS  FROM  ACCUMULATED  FUNDS 

i  MILLIONS  OF  DOLLARS 


1951         1952        1953        1954        1955 


1951         1952         1953        1954        1955 
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What  is  involved  in  the  planning  of 
family  security  and  what  is  likely  to 
make  it  attractive  to  career  minded 
men  who  have  the  qualifications  for 
success  in  this  field? 

In  attempting  to  answer  these  ques- 
tions, I  will  lean  rather  heavily  on  the 
"planned  estates"  operations  and  pro- 
cedures of  our  company  which  special- 
izes in  this  service.  Yet,  the  broad  ob- 
jectives of  insurance  estate  planning 
are  similar,  so  I  believe  the  reader  will 
find  in  this  article  information  which 
will  permit  an  evaluation  of  the  field 
as  a  whole. 

Planning  family  security  through 
planned  estates  is  primarily  a  service 
for  owners  of  life  insurance.  Most  men 
who  own  life  insurance  have  been  so 
occupied  with  their  business  or  profes- 
sional affairs  tha,t  they  have  had  nei- 
ther the  time  nor  the  inclination  to 
study  the  many  values  in  their  life  in- 
surance policies.  As  a  result,  the  life 
insurance  they  own  is  merely  a  collec- 
tion of  unrelated  policies  purchased 
from  time  to  time  with  only  a  general 
ide^  that  somehow  they  are  solving  the 
problem  of  family  security.  For  these 
men  planned  estates  provides  a  vital 
service  by  correlating  their  policies 
into  a  coherent  plan.  Just  as  bricks, 
lumber  and  other  building  materials 
do  not  become  a  house  until  the  archi- 
tect and  builder  have  performed  their 
services,  a  collection  of  insurance  poli- 
cies cannot  be  most  effective  until  it 
is  properly  planned  and  coordinated 
to  carry  out  the  owner's  specific  ob- 
jectives. The  completed  planned  estate 
can  substantially  increase  the  amount 
of  benefits  guaranteed  to  beneficiaries 
and  give  policyowners  a  much  greater 
appreciation  of  the  value  and  effective- 
ness of  the  life  insurance  they  own. 

As  he  provides  his  service,  the  field 


underwriter,    who    makes    a    career    of 
planning  family  security,  seeks  to  : 

Help  the  client  set  his  individual 
and  family  security  objectives. 

Provide   the   cash    sums   and   con- 
tinuing  income   required   to   carry 
out  these  objectives  when  death  or 
retirement  stops  the  client's  earn- 
ings. 
From  confidential  information  given 
him,    the    field    underwriter    helps    the 
client    crystallize    his   family's   current 
and  future  security  requirements.  The 
client's  collection  of  policies  are  then 
combined  by  the  field   underwriter   in 
conjunction  with  the  company's  trained 
staff    into    a-  well    coordinated    master 
plan    to    meet    these   requirements.    In 
this    process    the    client's    present    life 
insurance  contracts  are  studied  to  de- 
termine whether  or  not  full  advantage 
has  been  taken  of  valuable  benefit  op- 
tions, estate  administration  costs  have 
been    reduced    through    present    bene- 
ficiary arrangements  and  full  use  has 
been  made  of  the  living  values  avail- 
able in  life  insurance  to  guarantee  se- 
curity during  retirement  years. 

In  all,  at  least  seventeen  "check 
points"  are  reviewed  to  improve  the 
client's  life  insurance  estate.  When 
this  is  completed,  a  planned  estate 
chart  is  prepared,  which  pictures 
graphically  what  his  life  insurance  can 
accomplish.  If  the  client's  present  life 
insurance  will  carry  out  his  objectives, 
the  field  underwriter  informs  him  his 
plan  is  complete  and  that  he  stands 
ready  to  handle  the  final  details  of 
putting  it  in  order.  If  not,  the  field 
underwriter  recommends  the  type  and 
amount  of  life  insurance  the  client 
needs  to  complete  his  planned  estate 
and  guarantee  the  things  he  wants  for 
himself  and  his  family.  The  field  under- 


writer's aim  in  all  cases  is  to  determine 
not  how  much  but  how  little  life  insur- 
ance is  required  to  do  the  job. 

How  do  people  react  to  this  planned 
family  security  concept  of  life  insur- 
ance? Here  is  what  one  client  said 
about  the  work  done  for  him  : 

"I  was  unaware  that  I  had  prac- 
tically disinherited  two  of  my 
three  children  .  .  .  that  no  provi- 
sion had  been  made  in  the  event 
of  a  common  disaster  .  .  .  that 
the  value  of  my  present  insurance 
could  be  increased  substantially 
.  .  .  that  the  proceeds  of  my  estate 
could  be  protected  against  credi- 
tors. Your  field  underwriter  has 
brought  these  things  to-  my  atten- 
tion and  is  taking  steps  to  make 
my  family's  future  more  secure." 
Another  comment  on  planned  fam- 
ily security : 

"Five  months  ago,  I  experienced 
the  shock  that  no  woman  ever  an- 
ticipates— the  sudden  death  of  my 
husband.  Faith  and  family  and 
friends  have  helped  me  inestimably 
but,  even  with  these  supports  to 
lean  upon,  I  found  myself  wor- 
ried about  finances  .  .  . 

"Some  years  ago,  Mr 

worked  out  a  'planned  estate'  for 
our  family  .  .  .  (upon  his  retire- 
ment)   Mr continued 

working  on  our  'plan,'  to  keep 
it  up  to  date,  and  it  has  now  been 
put  into  action  .  .  . 
"This  regular  guaranteed  monthly 
income  that  comes  to  the  girls  and 
me  through  the  planned  estates 
service  is  just  the  most  wonderful 
thing  that  could  have  happened 
to  us.  We  are  so  very  grateful  .  .  ." 
The  two  comments,  one  by  a  pro- 
gram  director  of  a   Detroit   radio   st;i- 
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•  The  insurance  agent  is  a  man  with  a 
career.  He's  not  buried  in  the  mass 
of  a  giant  organization  .  .  .  and  his 
advancement  is  not  limited  within 
the  confines  of  a  predetermined  "job." 

•  The  insurance  agent  is  a  man  who 
has  elected  to  serve  his  community — 
his  neighbors  ...  He  does  not  "sell" 
in  the  usual  sense  .  .  .  Rather,  he 
provides  protection  against  possible 
financial  loss,  against  future 
insecurity — no  small  contribution  to 
the  economic  and  social  fabric  of 
our  nation. 

•  These  are  the  essential  reasons  why 
a  career  in  the  insurance  field  brings 
not  only  rewards  in  direct  ratio  to 
ability,  but  spiritual  and  mental 
compensations  as  well. 

The  North  American  Accident  Insur- 
ance Company  of  Chicago  was  founded 
in  1886  on  this  principle  of  service  . . . 
and  reward... It  is  eager  to  help  young 
men  of  integrity  and  ambition  launch 
richly  satisfying  careers  in  Life  and 
Accident  and  Health  Insurance  ...  In 
its  70-year  history  North  American  has 
seen  scores  of  men  of  previous  genera- 
tions build  lucrative  careers  of  prom- 
inence and  esteem  —  and  it  is  proud  to 
have  lent  a  helping  hand  at  the  begin- 
ning and  through  those  careers  .  .  . 
North  American  looks  for  the  "right" 
man  and  when  it  finds  him  offers  ma- 
terial support  that  enables  him  to  build 
successfully  with  security  and  confi- 
dence limited  only  by  his  own  ambition 
and  ability. 

Operating  in  48  states  and  the  District 
of  Columbia,  North  American  offers 
you  an  opportunity  to  join  the  ranks  of 
its  more  than  2,000  established  agents 
serving  the  communities  of  America. 

For  further  information  please  write 
S.  Robert  Rauwolf,  Vice  President  and 
Agency  Director. 

"Pioneers  in  Personal  Protection  Since  1886" 

NORTH  AMERICAN 

Accident  Insurance  Company 
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tion  and  the  other  by  the  widow  of  a 
planned  estate  client,  are  typical  of 
letters  written  every  day  by  people  all 
over  the  country  to  describe  their  re- 
actions to  the  planning  of  their  family 
security.  They  speak  volumes  for  the 
importance  of  planned  life  insurance 
in  the  lives  of  American  families.  Also, 
they  reveal  some  of  the  satisfactions 
that  go  with  the  planning  of  life  in- 
surance estates,  a  phase  of  the  life  in- 
surance business  recently  described  in 
Fortune  as  America's  new  "growth  in- 
dustry." 

To  be  effective  in  planned  estates 
service,  the  field  underwriter  must  be 
carefully  selected  and  thoroughly 
trained.  He  seeks  "problems  to  solve, 
not  prospects  to  sell."  He  makes  a  ca- 
reer of  life  insurance  work  and  de- 
votes his  efforts  to  the  building  of  a 
permanent  clientele  instead  of  tempo- 
rary customers. 

Essentially,  planning  and  providing 
family  security  is  a  process  of  coun- 
seling and  creative  selling.  It  enables 
the  client  with  a  family  to  see  clearly, 


in  many  cases  for  the  first  time,  the  in- 
come replacement  problems  to  be  faced 
should  he  "die  too  soon  or  live  too 
long."  It  demonstrates  the  remarkable 
adaptability  of  life  insurance  in  the 
solution   of  human   problems. 

This  is  a  valuable  service  which  cre- 
ates important  new  wealth  and  eco- 
nomic stability  in  the  community,  and 
it  follows  that  the  income  of  the  typi- 
cal, successful  field  underwriter  is 
among  the  highest  in  the  field  of  sell- 
ing. He  is  in  a  business  which  has  one 
of  the  best  growth  potentials  in  Amer- 
ica. He  builds  his  career  on  a  profes- 
sional plane  and  he  enjoys  a  degree 
of  self-determination  as  to  his  success 
that-  is  rarely  found  in  other  fields  of 
endeavor. 

When  you  stop  to  think  of  it,  what 
finer  use  could  any  man  make  of  his 
time  and  his  talents  than  by  bringing 
a  whole  group  of  people  who  are  his 
clients  and  friends  to  a  new  level  of 
happiness  and  security  as  a  result  of 
his  efforts. 
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AND    MEDICAL    COVERAGE 


BY  HOEACE  W.  BBOWEE 
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President   of  Occidental  Life  Insurance   Company.  Mr. 

*H 

Brower's  business  career  began  in  the  banking  industry, 
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but  in  1933  lie  toot:  over  the  management  of  the  Mort- 

-mm*. 

gage  Loan   Department  of  Occidental.  Following  a  se- 

ries of  promotions  Mr.  Brower  was  elected  president  of 
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the  firm  in  1951. 

The  statistics  change  each  year,  but 
unless  1956  deviates  abruptly  from  the 
trend  established  over  recent  years,  it 
is  reasonable  to  expect  that  accidents 
will  cause  more  than  10,000,000  in- 
juries and  more  than  100,000  deaths 
in  the  United  States  this  year.  This 
means  that  a  disabling  injury  will  oc- 
cur in  one  family  in  four.  Further,  Ave 
can  expect  that  some  degree  of  perma- 
nent disability  will  be  suffered  by  a 
half-million  people. 

Appalling  and  as  seeming  universal 
as  the  accident  rate  is,  however,  it  is 
four  times  more  jn'obable  that  an  in- 
dividual will  be  disabled  by  sickness 
this  year.  Each  day  four  million  peo- 
ple between  14  and  64  are  too  ill  to 
work.  Seventeen  million  people  are 
admitted  to  hospitals  every  year.  Every 
third  family  can  expect  one  hospital 
admission  this  year. 

The  average  hospital  and  surgical 
bill  is  for  $516.  One  in  50  has  a  medi- 
cal bill  which  amounts  to  more  than 
25  percent  of  his  yearly  income.  One  in 
a  hundred  has  an  annual  medical  bill 
for  more  than  half  of  his  income. 

The  national  yearly  medical  bill  is 
estimated  at  six  billion  dollars.  The 
annual  wage  loss  from  accidents  alone 
is  two  and  a  half  billions  and  from 
sickness,  seven  and  a  half  billions. 

Now  our  economic  structure  is  based 
on  income.  Capital  is  worthless  unless 
it  is  able  to  yield  income.  It  is  income 
on  which  the  individual's  well-being 
depends,  and  it  happens  too  often  that 
when  the  individual  is  disabled,  his 
income  stops.  And  such  disability  is 
accompanied  by  the  expense  of  medi- 
cal care.  Thus  are  16  billion  dollars 
each  year  involved  in  the  treatment  of 
illness  and  the  recovery  from  disabil'ty. 

It  is  evident  that  something  must  be 
done — a  way  must  be  found  to  assure 
the  disabled  a  measure  of  income  with 


which  to  defray  medical  costs  and  ad- 
ditionally, to  sustain  him  until  he  is 
able  once  more  to  sustain  himself.  This, 
essentially,  is  the  function  of  accident 
and  sickness  insurance. 

Accident  and  sickness  insurance 
constitutes  a  free  attempt  by  society 
to  care  for  its  own  in  an  emergency. 
It  stands  today  as  the  product  of  social 
responsibility  conjoined  with  active 
enterprise  to  meet  first,  the  public's 
appeal  for  protection  and  second,  the 
demands  of  the  nation's  economy. 

Such  a  combination  has  worked  to  a 
like  end  to  meet  like  needs  for  cen- 
turies. Through  a  unique  and  storied 
arrangement  with  their  physicians,  the 
Chinese  apparently  have  always  had  a 
form  of  sickness  insurance.  There  were 
benevolent  societies  in  Greece  and 
Rome  which  served  the  soldiery  and 
the  populace.  The  medieval  guilds  pro- 
vided their  members  a  measure  of 
A  &  S  protection.  The  Netherlands  in 
the  seventeenth  century  had  a  plan 
which  provided  dismemberment  com- 
pensation for  its  soldiers  and  parlia- 
ment in  1757  established  compulsory 
sickness  insurance  for  English  steve- 
dores. 

These  plans,  however,  were  largely 
restricted  to  members  of  certain  groups 
and  it  was  not  until  the  Industrial 
Revolution  and  its  consequent  material 
advances  and  philosophic  geneses  that 
the  recognizable  ancestor  of  modern 
accident  and  sickness  insurance  was 
developed.  The  opportunity  for  better 
travel  was  extended  to  more  people, 
the  speed  of  communication  increased 
and  the  worth  of  the  individual  was 
suddenly  recognized  as  it  never  had 
been  before.  The  coincidence,  then,  of 
an  increased  accident  rate,  a  near 
realization  of  how  widespread  acci- 
dents and  illnesses  were  and  a  hitherto 
unknown  concern  for  one's  fellows  con- 


spired to  force  the  development  of  dis- 
ability insurance. 

One  thing  for  which  the  nineteenth 
century  was  notable  was  the  preva- 
lence of  railroad  accidents.  The  acci- 
dents in  England  became  so  numerous 
and  the  resultant  publicity  was  so  bad 
that  in  1848  the  English  railroads  as- 
sisted in  the  formation  of  Railroad 
Passengers'  Assurance  of  London,  the 
first  accident  company  and  a  company 
which  is  operating  today.  Originally 
formed  for  insurance  against  railroad 
mishaps,  the  company  extended  its 
charter  in  1852  to  cover  all  accidents. 

Straight  sickness  insurance  appeared 
first  in  the  United  States  when  the 
Massachusetts  Health  Insurance  Com- 
pany wTas  formed  in  1847.  It  was  fol- 
lowed presently  by  a  number  of  or- 
ganizations most  of  which  soon  failed, 
principally  because  of  the  absence  of 
reliable  morbidity  statistics. 

In  1850  was  formed  the  first  Ameri- 
can accident  company,  the  Franklin 
Health  Assurance  comjjany  of  Massa- 
chusetts, whose  early  offering'  was  24- 
hour  coverage  for  railroad  and  steam- 
boat accidents. 

In  1863  a  Hartford  architect,  J.  G. 
Batterson,  became  acquainted  with  the 
work  of  Railroad  Passengers'  Assur- 
ance while  traveling  in  England  and 
when  he  returned  to  Hartford  he  es- 
tablished the  Travelers  Insurance  com- 
pany. 

There  followed  a  decade  of  strenu- 
ous promotional  activity  and  by  1S70 
the  accident  insurance  business  M'as  a 
large  one.  Those  years  between  1S70 
and  1916  were  ones  of  rapid  growth 
and  wide  development.  Several  strong 
companies  were  formed,  a  few  of  the 
larger  life  companies  entered  A  &  S, 
and  straight  sickness  insurance  began 
to  appear  in  quantity.  Policy  forms 
attained  greater  latitude  and  such  fea- 
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tures  as  double  indemnity,  the  accumu- 
lation clause  and  the  identification  ben- 
efit were  introduced.  In  an  attempt  To 
induce  conformity  among  the  com- 
panies in  practices  and  procedures,  the 
several  states  began  about  1914  to  pass 
the  Standard  Provisions  law.  But  most 
important  in  this  period,  there  existed 
very  little  vision  in  the  business  and 
the  remarkable  failure  to  see  the  com- 
ing automobile  hazard,  and  the  need 
for  a  war  exclusion  clause  retarded  the 
development  of  A  &  S  for  the  next 
decade. 

The  accident  and  sickness  business 
languished  between  1917  and  1929, 
and  the  period  is  noteworthy  only  for 
the  presence  of  a  faintly  restive  turn 
toward  adaptability  and  a  slight  at- 
tempt to  meet  the  public's  needs.  Be- 
ginning in  1920  life  companies  en- 
tered the  field,  cautiously  but  in  in- 
creasing- force,  mainly  in  offering  rid- 
ers on  life  policies. 

Came  the  depression  and  sales  fell, 
old  policies  lapsed  and  loss  ratios 
climbed.  Sicknesses  were  exaggerated 
in  claims  as  were  the  extent  and  period 
of  disabilities.  The  use  of  the  non- 
cancelable,  guaranteed  renewable  pol- 
icy was  virtually  abolished. 

The  losses  to  the  business  Avere  heav- 
ier at  this  time  because  of  institutional 
errors  of  previous  years.  First,  com- 
panies had  been  underwriting  physical 
risks  only  and  ignoring  moral  hazards. 
Again,  they  had  written  immense 
amounts  of  monthly  indemnity  and 
were  receiving  inadequate  premiums 
because  of  their  apparently  perma- 
nent lack  of  experience  on  which  to  base 
rate  computation.  The  depression  was 
a  period  of  general  withdrawal  from 
sickness  coverage  and  where  it  was  re- 
tained, it  was  discouraged  through  a 
widespread  policy  which  included  re- 
introduction  of  the  waiting  period 
and  cutting  sales  commissions. 

The  depression  had,  however,  a  few 
salutary  effects  on  the  business.  It 
forced  a  long  reappraisal  of  coverages 
and  underwriting  practices,  a  reap- 
praisal which  ultimately  brought  about 
modifications  and  improvements.  The 
period  saw  the  development  of  hos- 
pitalization, as  the  awareness  of  hospi- 
tal and  medical  costs  increased  in  the 
public  mind. 

With  the  expansion  of  industry  and 
the  modifications  of  the  tax  structure 
which  occurred  during  World  War  II, 
there  arose  intense  competition  for 
manpower  which  led  to  quick  rises  in 
the  volume  of  group  insurance.  The 
growth  of  group  insurance  and  the 
continued  climb  of  medical  costs  com- 
bined to  force  on  the  public  an  aware- 
ness of  Accident  and  Sickness  insur- 
ance. The  resultant  expansion  of  the 
market  accentuated  the  need  for  more 
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and  better  agents  and  companies  be- 
gan to  revise  and  strengthen  their 
agent  training  programs.  At  the  end 
of  the  decade,  coverages  were  broaden- 
ing, and  new  coverages  were  appear- 
ing because  competition  was  becoming 
keener. 

Perhaps  figures  will  best  indicate  the 
extent  of  growth  in  accident  and  sick- 
ness insurance  in  the  past  few  years. 
In  1951,  for  instance,  industry-wide 
accident  and  sickness  written  premi- 
ums totaled  $1,523,725,337.  The  1955 
total  was  $2,877,057,794.  And  these 
figures  exclude  Blue  Cross-Blue  Shield 
subscription  plan  receipts.  Sixty-one 
percent  of  the  population  of  the 
United  States  have  some  form  of  hos- 
pital coverage  today,  51  percent  have 
some  form  of  surgical  coverage,  28 
percent  have  regular  medical  expense 
insurance. 

Today  A  &  S  insurance  is  identified 
as  a  factor  in  the  population's  econ- 
omy. Of  approximately  40  million 
American  families,   35  million  include 


voluntary  health  insurance  of  some 
sort  m  tne  family  budget.  Of  these  35 
million,  some  51  percent  are  insured 
through  accident  and  sickness  carriers. 
There  are,  generally  speaking,  three 
accident  and/or  sickness  coverage  plans 
in  addition  to  those  operated  by  pri- 
vate insurance  companies.  State  insur- 
ance is  coverage  provided  by  a  carrier 
sanctioned  by  a  governing  authority. 
Workmen's  compensation,  for  which 
every  state  in  the  United  States  and 
every  province  in  Canada  has  made 
provision  and  which  is  compulsory  in 
about  half  of  the  states,  is  such  insur- 
ance. WC  is  born  of  the  idea  that  in- 
dustrial accidents  are  a  part  of  the 
cost  of  production  and  that  those  in- 
jured should  be  compensated.  The  sev- 
eral WC  acts  set  up  scales  for  each 
disability,  and  the  amounts  of  com- 
pensation vary  widely  from  state  to 
state.  Many  provide  medical  expense 
coverage  and  provide  for  such  expenses 
as  those  for  artificial  limbs,  but  since 
these  plans  are  matters  of  legislation, 
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gently   liable   to   change. 

Sovi '.'.'  MsUttmce  is  compulsory  in- 
surance, whether  supplied  by  a  state 
carrier  or  a  private  company,  and  is 
likewise  a  matter  of  legislation.  These 
plans  are  designed  to  continue  where 
WC  ceases,  and  they  usually  supply 
hospital  benefits  and  disability  income 
protection  up  to  specified  limits.  Cali- 
fornia's Unemployment  Compensation 
Disability  law,  Rhode  Island's  Cash 
Sickness  law  and  New  York's  Dis- 
ability Benefits  law  are  examples  of 
such  insurance. 

Cooperative  insurance  is  provided  by 
organizations  incorporated  under  non- 
profit laws  by  employees'  associations, 
consumer  groups,  hospital  and  medical 
associations  or  civic  groups.  The  Blue 
Cross-Blue  Shield  plans  are  the  largest 
and  best  known  of  these.  Blue  Cross  is 
the  name  applied  to  various  hospital 
servir-e  plans  which  are  loosely  coordi- 
nated by  the  Blue  Cross  commission. 
The  commission  has  little  authority 
save  to  establish  standards  and  pro- 
vide guidance  for  the  hospital  plan 
which  recognizes  it.  The  Blue  Cross 
plans  provide  hospital  service  and 
care  as  opposed  to  general  insurance 
company  plans  which  reimburse  or  pay 
periodic  indemnity  to  the  insured. 
When  a  hospital  agrees  to  provide  en- 
rollees  with  certain  services,  it  is  re- 
imbursed by  Blue  Cross.  The  plans 
usually    provide    group    coverage,    but 
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individual  enrollment  is  sometimes  per- 
mitted. Blue  Cross  rates  vary  as  hospi- 
tal rates  and  benefits  vary  likewise, 
but  customarily  the  plan  provides 
semi-private  accommodations,  general 
nursing,  drugs  and  dressings,  opera- 
tional and  laboratory  expenses,  X-rays 
and  the  use  of  special  equipment  when 
it  is  needed. 

Blue  Shield  is  the  name  applied  to 
the  various  Associated  Medical  Care 
plans  which  usually  cooperate  with 
Blue  Cross  and  which  may  be  either 
group  practice  or  medical  pre-pay- 
ment  plans.  Under  the  group  practice 
plan  the  enrollee  selects  a  physician 
from  a  list  of  those  participating  in  the 
plan,  and  medical  care  of  certain  types 
is  supplied  in  return  for  the  premium 
paid.  Medical  pre-payment  plans  pro- 
vide that  fees  be  paid  to  any  physician 
or  surgeon  the  subscriber  selects. 

The  total  combined  subscription  in- 
come for  Blue  Cross  and  Blue  Shield — 
preponderantly  group  business  —  in 
1955  was  $l,'482,237,3fi3.  Total  pre- 
miums written  for  insurance  company 
group  plans  in  1955  was  $1,681,173,- 
721.  Group  insurance  is  written  on  a 
group  of  2^>ersons,  usually  all  the  em- 
ployees of  one  employer,  all  of  a  class 
among  the  employees,  members  of  a 
trade  or  employee  association,  members 
of  a  union,  debtors  of  a  creditor,  or 
students.  The  policyholder  under  a 
group    plan    may    be    an    employer,    a 


union-management  trustee  or  an  asso- 
ciation trustee,  while  subscribers  re- 
ceive Certificates  of  Participation. 

Group's  great  development  occurred 
during  the  last  war  and  at  present 
there  are  about  250  companies  writing 
group  insurance.  Group  coverage  is  al- 
most always  for  non-occupational  sick- 
ness and  accident,  it  is  of  great  variety 
and  it  can  be  written  in  almost  any 
combination.  Gnat/)  hospitalization 
covers  hospital  room  and  board  for  a 
flat  amount  per  day  to  a  maximum 
number  of  days  or  on  the  basis  of  ac- 
tual expense.  Dependents  may  usually 
be  covered  under  group  hospitalization, 
maternity  benefits  are  available  as  a 
rule,  and  the  plan  can  be  supplemented 
by  group  surgical  expense. 

There  are  three  types  of  group  med- 
ical expense :  in-hospital  expense,  the 
charge  for  physicians'  calls  in  the  hos- 
pital; medical  expense,  a  specified 
amount  for  each  call,  in-hospital  or 
out  if  there  is  total  disability;  com- 
prehensive medical  expense,  fees  to  a 
maximum  per  call  and  a  maximum 
total  or  maximum  period  of  time. 

Group  accident  and  sickness  will 
provide:  accidental  death  and  dismem- 
berment benefit  which,  unlike  most 
group  A  &  S  benefits,  can  be  payable 
for  occupational  as  well  as  non-occu- 
pational accidents,  and  disability  in- 
come, which  is  paid  in  weekly  or 
monthly    instalments    in    the    event   of 


Millions 
of  Persons 


At  present  61  percent  of  the 
American  population  have  some 
sort  of  hospitalization  coverage, 
51  percent  surgical  coverage, 
and  rJ8  percent  regidar  medical 
expense  insurance.  This 
total  coverage  is  issued  by 
private  insurance  companies ; 
cooperative  insxirance,  such  as 
Blue  Cross;  and  government 
instigated  plans. 


I   Source :  Health  Insurance  Institute 
I  Life,  Accident  and  Sickness 
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the  subscriber's  total  disal 

Group  catastrophe  cove:  I  medics 
and  hospital  bills  inciden  j  accident 
and  sickness  as  defined  ii  the  policy. 
Attractively  low-priced  fen  (lie  consum- 
er, group  coverage  is  an  acutely  com- 
petitive business  today,  and  the  com- 
panies who  write  it  are  continually  vy- 
ing with  each  other  to  offer  less  expen- 
sive, more  generous  plans.  A  measure 
of  the  importance  of  group  insurance 
is  indicated  by  its  presence  as  a  point 
of  negotiation  in  most  labor-manage- 
ment contracts. 

As  its  rapid  growth  continues  to 
thrust  the  group  business  on  the  public 
consciousness,  ordinary  A  &  S  is  grow- 
ing at  a  corresponding  rate.  Prominent 
in  this  growth  are  two  current  innova- 
tions which  have  become  so  popular  of 
late  as  to  be  almost  industry-wide. 

Because  most  individual  policies  pro- 
vide protection  on  a  year-to-year  basis, 
they  must  be  renewed  annually.  Re- 
newal is  subject  not  only  to  the  in- 
sured's willingness  to  pay,  but  to  the 
insurer's  willingness  to  insure  as  well. 
The  latter,  of  course,  is  largely  con- 
tingent on  the  insured's  being  in  ac- 
ceptable  physical  condition. 

An  increasingly  popular  policy  is 
the  non-cancelable  or  guaranteed  re- 
newable policy,  a  form  of  which  De- 
pression-time abuses  all  but  destroyed. 
It  is  renewable  on  a  long-term  basis 
at  the  option  of  the  policyholder  only, 
and  regardless  of  his  physical  condi- 
tion. This  coverage  is  especially  popu- 
lar with  people  who  are  not  eligible 
for  group  plans.  They  may  be  in  pro- 
fessions where  their  A  &  S  insurance 
must  be  in  individual  policies  and  for 
such,  non-cancelable  insurance  has  the 
evident  advantages  of  semi-perma- 
nence and  a  wide  range  of  services. 

In  both  group  and  ordinary  accident 
and  sickness  there  has  developed  in 
recent  years  a  policy  which  provides 
major  medical  expense  coverage.  The 
purpose  of  major  medical  is  to  assist 
the  insured  in  paying  those  expenses 
resulting  from  particularly  grave  ill- 
nesses and  accidents,  expenses  which 
can  be  enormous.  To  do  this  instead  of 
completely  covering  the  insured,  ma- 
jor medical  insurance  contains  a  de- 
ductible provision  much  as  that  in  au- 
tomobile collision  insurance.  Under  this 
provision  the  insured  covers  all  of  his 
losses  up  to  a  specified  amount  and 
the  insurer  provides  reimbursement  be- 
yond it.  While  such  a  plan  promotes 
family  budgeting  against  minor  illness 
expense,  its  truly  significant  feature  is 
that  it  helps  prevent  the  catastrophic 
losses  which  one  can  suffer  as  a  result 
of  illness  or  accident. 

Now  is  the  new  era  of  accident  and 
sickness  insurance.  Recognition  of  the 
immensity  of  the  loss  which  the  na- 
tional income  suffers  because  of  acci- 
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HOW  TO  mSUJSd  AGAINST  RAILWAY  ACCIDENTS 
Tie  &  cwjjje  WDireaors  upon 'every  Engine  thatstsrts  wjth  a Train. 

The  large  number  of  railway  accidents  in  the  middle  of  the 

nineteenth  century  were  instrumental  in  the  development  and 

growth  of  accident  and  sickness  insurance  in  this  country. 


dents  and  sickness  has  created  a  pub- 
lic demand  greater  than  ever  before. 
New  companies  are  rapidly  entering 
the  field  and  large  life  companies  which 
have  hitherto  not  written  A  &  S  busi- 
ness are  planning  and  launching  giant 
competitive   prog      i ' 

More  of  the  needs  of  more  of  the 
public  are  filled  as  developments  such 
as  the  non-cancelable  and  major  medi- 
cal plans  are  more  widely  marketed 
and  as  group  coverage  expands.  And 
as  the  future  of  accident  and  sickness 
insurance  enlarges,  so  do  its  career 
ojaportunities.  Company  growth  is  the 
inevitable  result  of  an  increased  vol- 
ume of  business,  and  such  growth  can 
be  maintained  only  by  meeting  market 
competition.  To  do  so,  companies  must 
continue  to  devise  new  plans,  and 
A  &  S  specialists  are  needed  to  do  the 
planning. 

Company  training  programs  produce 
highly  skilled  agents  who  must  go  into 
the  field  and  sell  the  product,  but  while 
the  field  force  is  operating  outside,  a 
large  staff  is  necessary  at  the  home 
office  to  perform  the  multiple  func- 
tions which  constitute  the  on-going  of 
business. 

Actuarial  trainees  with  a  background 
in  mathematics  learn  to  compute,  es- 
tablish and  adapt  rates  and  policy 
forms.  Financial  departments  admin- 
ister   company    investments,    the    sine 


qua  non  of  any  insurance  business. 
Company  legal  departments  supervise 
contracts,  represent  the  company  in 
the  courts,  pursue  tax  considerations 
and  work  on  insurance  plans  so  that 
they  conform  to  the  regulations  of  the 
several  states. 

Underwriters  and  claims  specialists 
are  developed  who  have  the  judgment, 
the  intelligence  and  the  insight  to  esti- 
mate risks  accurately,  settle  claims 
amicably,  draft  intelligible  policies, 
learn  basic  principles  of  law  and  medi- 
cine,  and  above   all,   understand  man. 

The  growth  of  a  company  necessi- 
tates the  development  of  an  expanded 
personnel  department  which  must  di- 
rect employment  and  placement  and 
maintain  employee  relations.  Although 
its  importance  is  beginning  to  be  rec- 
ognized now,  the  potential  of  the  pub- 
lic relations  department  has  not  yet 
been  fully  explored.  Men  with  years  of 
experience  and  accomplishment  in  these 
departments  are  the  officers  of  many 
insurance  companies  today. 

The  college  student  today  is  offered 
a  number  of  attractive  career  possi- 
bilities in  a  number  of  attractive  fields. 
Among  these  is  accident  and  sickness/ 
insurance,  a  business  which  meets  a 
public  need,  a  competitive,  stimulating, 
rewarding  business  whose  virtually  un- 
limited future  depends  only  on  the 
future  of  the  nation. 
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